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Priced at $102.50 delivered U.S. A. Now on 
display at all local Burroughs sales offices... 
or you may write the factory for full particulars. 


 _— now offers a standard typewriter of the same high quality that has 
long been associated with the Burroughs name. This quality is apparent in its 
attractive appearance and scientific design... in its precision of manufacture... in 
its materials and workmanship ... in its speed, ease and smoothness of operation. 
Behind this new Burroughs Typewriter is the Burroughs standard guarantee, and 
an efficient worldwide organization of service men—trained, paid and directed 
by the Burroughs Company. A demonstration will reveal many exclusive features 
and the distinct advance it represents in typewriter construction and operation. 
BURROUGHS ADDING MACHINE COMPANY . . . SECOND BOULEVARD, DETROIT, MICHIGAN 
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Manufacturers of ACCOUNTING MACHINES «© ADDING MACHINES 
STATISTICAL MACHINES +« TYPEWRITER BOOKKEEPING MACHINES 
TYPEWRITER BILLING MACHINES *« CALCULATING MACHINES 
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-LETTERS- 


“California, Here We Come” 


Sirs: The Bank of America N. T. & S. A. is sponsoring a 
campaign in California that is unusual in financial advertising. It 
js attracting nation-wide attention, indicating that mention of 
it in your magazine would be of 
value to your readers. 

The enclosed specimen copies 
of newspaper advertisements, re- 
productions of folders, pictures 
of billboards, car cards and 
lobby displays, we believe, will 
give you an idea of the scope of 
the plan. 

In the interest of a ‘““National Co-operative Prosperity Move- 
ment’ permission to reproduce any of the enclosures in your 
magazine is gladly granted. If you desire additional information 
or material we will be glad to supply you. 

PETER MICHELSON, Manager, 
Advertising and Publicity Department, 
Bank of America, San Francisco 
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Style of the car card 
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In Re Stabilization—and See Page 5 


Sirs: The article by Dr. Willford I. King, ““How Raise the 
Price Level?” appearing in the April issue of The Burroughs 
Clearing House, is so strikingly lucid that I would like to obtain 
350 reprints for the use of the students in my Money and Credit 
classes at this institution. 

FRANK PARKER, Professor of Finance, 
Wharton School of Finance and Commerce, 
University of Pennsylvania, Philadelphia 


Sirs: In the April issue of your excellent magazine, on page 15 
(“Some Ethical Aspects of the Testimony” by C. B. U.), there 
appears a comment on the testimony of Professor Kemmerer, and 
we are taking the liberty of asking you if you can inform us if this 
report is available to the general public, and if so, where it might 
be obtained. 

The writer would indeed be ungrateful to neglect this opportu- 
nity to say that your magazine is read with considerable interest. 
Such articles as the one in the April issue by King, on the price 
level, are unusually stimulating and helpful. 

E. D. Crapp, Assistant Cashier, 
San Diego Trust and Savings Bank, 
San Diego, California 
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Assist— Kommers to Cummer 
Stirs: On page five of the April issue of The Burroughs Clearing 
House is a request for a copy of 
your issue of August, 1930, con- 
taining an article on “Sixteen 
Letters to Overdrafters” by the 
vice-president (W. J. Kommers) 
of the Old National Bank and 
Trust Company of Spokane. 

We would be very glad if you 
would supply us with a copy of 
your magazine containing this 
article. We cannot recall having 
read the same. 

We would like also to add a 
line or two in appreciation of your 
splendid work in the publication 
of The Burroughs Clearing House. 
It is an interesting and educa- 
tional production and we fully 
appreciate same. 








APRIL FOOL 
a trifle draft 


i C. S. CumMEr, Manager, 

& Bank of Montreal, 

Greatbach in Tue Dark Horse, Lloyds Bank, Ltd. (George Street Branch) 
Peterborough, Ontario 





visitor is remarking ‘‘This office seems to be 
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Examining the Chain (Accounts) 


Sins: A committee of the Nashville Clearing House Association 
of which the writer is chairman is making a study of chain store 
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HERBERT SHRYER, Editor 
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accounts for the purpose of adopting a rule to insure the profitable 
handling of such accounts. 

I know no better place to go for information than The 
Burroughs Clearing House and I am asking that you send me any 
copies of your magazine that might contain articles on this sub- 
ject which might be of benefit to us. 

I will appreciate this information as soon as possible and on 
receipt of same will reimburse you for postage or any other expense 
which you might be put to. 

L. G. SADLER, Assistant Cashier, 
American National Bank, 


Nashville, Tennessee 
oe 


See Page 13 


Sirs: I am glad the article (““Two Years’ Progress, the Bank 
for International Settlements”) seemed interesting. The Bank’s 
difficulties the past year have been simply fantastic and a discus- 
sion of them would be interesting to bankers, but there was no 
way to bring them in without involving The Burroughs Clearing 
House in controversial matters clearly outside its scope. 


C. T. HALLtNaNn, London, England 
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ee Plew Laws on the lesislature’s 


books can’t erase red ink from yours 


Emergency legislation can save banks from forced liquidation of depre- 
ciated bond holdings. But it can’t improve the intrinsic worth of a poor 
bond or the safety of an unsound one. It cant improve your bond 


account, unless you do something to help it. 


What can you do today? You can analyze each bond you hold, exchange 
the less desirable ones for others that show promise of speedier recovery. 
You can keep a constant watch over every issue held—over the world-wide 


factors that daily influence the intrinsic worth of your holdings. 


Today things are happening faster than ever before in business and 
finance. Governments are changing and falling. New industries are 
rising; old ones declining. Taxes, tariffs, changes in monetary standards 
are reacting in favor of certain countries and companies and against others. 
The only way to make these changes work to your advantage instead of to 
your disadvantage is to keep constantly posted on finances, business, 


politics—catch the distant rumblings of news, before they become news. 


You're trying to do that today? And you say “It can't be done?” Of 
course it can’t be done—by placing this tremendous job on the shoulders 


of one or two bank officers. 


MOO DYS | NVE STO R S 7 E RVI C EF It requires a large staff, with 


JOHN MOODY, President 


65 BROADWAY 


BRANCH 


OFFICES 


the experience and world-wide 
NEW YORK CITY facilities to exert this constant 
IN ALL PRINCIPAL CITIES watchfulness. That's why 
hundreds of banks have put 


it up to Moody's Supervisory Service. And haven't regretted their decision. 


The fundamentals of a sound investment policy for your bank are dis- 
cussed in our booklet: Management of the Bank’s Bond Account. Write 
for your copy now. We'll send copies to your directors, too, if you wish. 


Just address: Moody's Investors Service, 65 Broadway, New York City. 
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N its perplexity over depression 
problems, Congress has turned an 


ear to various schemes for an 
expansion of currency and credit. 
Price stabilization legislation, in- 


volving the use of powers of the Federal 
Reserve System, actively agitated for 
a decade with little success, has ad- 
vanced to a formidable position with 
the impetus of ill effects of a low price 
level. Its passage by the House on 
May 2, was by a vote of 289 to 60. 

Proposals to finance immediate pay- 
ment of the balance of the soldiers’ 
bonus by issuance of Treasury notes 
without specific gold backing or by 
bond-secured currency have been a 
major source of worry to the admin- 
istration. 

While the House ways and means 
committee on May 7 rejected the 
Patman fiat money bonus payment 
bill, reporting it to the House with 
an adverse recommendation by a vote 
of 15 to 10, its advocates continued 
efforts to obtain a vote on the floor. 

Legislators from silver 
producing states, always 
troubled by their special 
problem, have found it 
easier to gain a hearing 
lor proposals to expand 
the currency by broaden- 
ing the base. Their pet 
panaceas have included 
the purchase of a stated 
amountof silver monthly, 
payment being in silver 
certificates, and bimetal- 
lism under which there 
would be free coinage of 
gold and silver at a 
lixed ratio. 

Currency expansion — 
or inflation, in the view 
of those disapproving — 
8 contemplated in a 
umber of other meas- 





city. 


ures offered in Congress, 
most of which have not 
received serious consid- 
tration. There is one for 
an emergency circulation 
lund to provide for bond 
secured currency, an- 


© Keystone 


By Arthur Crawford 


other for the payment of government 
obligations with legal tender non- 
interest bearing notes, another for the 
issuance of several billions of bonds 
exchangeable for Federal Reserve notes 
and still another for the issuance of 
Treasury legal tender notes for the use 
of states, counties and municipalities 
depositing their bonds with the 
government. 

While Congress has been showing a 
disposition at least to listen to the 
advocates of currency and credit 
expansion schemes, the officials of the 
Federal Reserve System, who have 
opposed these various legislative rem- 
edies, have been trying to accomplish 
somewhat the same purpose by pouring 
out hundreds of millions of dollars of 
credit through the purchase of govern- 
ment securities in the open market. 

Responsible for the agitation for 
currency and credit expansion are low 
prices, causing acute distress to debtors 
who must produce a greater volume of 
commodities to pay debts contracted 





‘This Certificate fs Redeemable by the Trustees af the 
Chamber of Commerce 
Tenino, Wash. 
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Thon Price Stabilization Bills 


in the period of high prices. The allur- 
ing promise that prices automatically 
go up as more currency goes into cir- 
culation has obtained consideration for 
theories which would have had little or 
no attention in normal times. 

If there were agreement on what the 
schemes would do, it would be a simple 
matter. The picture as presented be- 
fore congressional committees brings so 
many factors into the price situation as 
to cast doubt upon inflexible con- 
tentions that new credit or currency 
will lift the level. The actual cur- 
rency in circulation, exclusive of what 
is known as deposit currency, has been 
shown to be greater than in 1929. 
Much of it is hoarded and the turnover 
or velocity of the remainder has greatly 
slowed down. The development of the 
use of deposit currency has made the 
volume of other currency less a factor in 
the control of prices. Issuance of more 


paper currency without accelerating its 
velocity may have little effect on 
prices. 


To make new credit in the 
form of deposit currency 
potent as to prices, there 
must be a demand for its 
use in productive enter- 
prise. Here lack of con- 
fidence both on the part 
of the borrower and the 
banker enters in. 

Involved in the whole 
discussion is the question 
of the soundness of the 
monetary system. Cur- 
rency inflation proposals 
have aroused fears that a 
depreciation of the mon- 
etary standard would 
follow and that even- 
tually the United States 
would be driven off the 
goldstandard. The expe- 
rience of European na- 
Lions in the years follow- 


TWENTY-FIVE CENTS ing the world war is cited 
wate 2 OO ay, ava 8 j as showing what happens 
a eeirce aaa if currency is inflated to 


jeune or oncememn om Cds A * LE : 


The photographic record of how the town of Tenino, Washington, answered the 
question, What will we do for money?— when the bank suspended. The lower, 


5-cent ‘‘currency’’ was printed on spruce wood 


the point of weakening 

reserves and undermin- 

ing public confidence. 
Price stabilization 
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legislation, while providing for an ex- 
pansion of credit and currency, does not 
go outside the machinery and restric- 
tions of the Federal Reserve System. 
No inflation of the currency is intended 
in the sense of encroaching upon the 
gold reserve and redemption provisions 
which form the basis of public con- 
fidence in the monetary standard. 
Hence this type of expansion is not 
labeled by the economists as inher- 
ently unsound as are most of the cur- 
rency inflation proposals. In fact it 
has the support of many economists of 
prominence and standing. 


HE Goldsborough price stabiliza- 

tion bill was put through the House 
with the endorsement of Speaker 
Garner and its Democratic leaders 
after being reported from the Dem- 
ocratic controlled committee on bank- 
ing and currency. Its chief backing 
had come from the farm organizations, 
representing the debtor class hardest 
hit by low prices, organized labor also 
giving its approval although not so 
acutely interested. Opponents of the 
bill, hopelessly in the minority, reflected 
the viewpoint of officials of the Federal 
Reserve System who doubt that it 
would do what is intended and that it 
might have some unfortunate con- 
sequences. 

The bill as sponsored by Represent- 
ative T. A. Goldsborough, Democrat, 
of Maryland, is very brief. It adds a 
new section to the Federal Reserve Act 
to read as follows: 

“It is hereby declared to be the 
policy of the United States that the 
average purchasing power of the dollar 
as ascertained by the Department of 
Labor in the wholesale commodity 
markets for the period covering the 
years 1921 to 1929, inclusive, shall be 
restored and maintained by the con- 
trol of the volume of credit and cur- 
rency. 

“The Federal Reserve Board, the 
Federal Reserve banks, and the Sec- 
retary of the Treasury are hereby 
charged with the duty of making 
effective this policy. 

“Acts and parts of acts inconsistent 
with the terms of this act are hereby 
repealed.” 

The powers of the Federal Reserve 
System which are intended to be 
brought into use to make the policy 
effective are the purchase or sale of 
government securities and acceptances 
in the so-called open market operations 
by which credit can be expanded or 
contracted and control of rediscount 
rates which tend to make it less or 
more expensive to borrow money. 

The Federal Reserve System has 
been in the habit of exercising these 
powers but with the emphasis upon 
stabilization of business and not with 
the price level as the prime considera- 
tion. In the hearings before the House 


committee it was brought out by 
Governor Eugene Meyer of the Federal 
Reserve Board and Governor George 
Harrison of the New York Federal 
Reserve Bank that an effort to expand 
credit through the powers of the system 
was then in progress. It was hoped that 
it would accomplish substantially what 
the sponsors of the price stabilization 
bill desire but the management of the 
Federal Reserve System was not sure 
what the outcome would be. Enact- 
ment of legislation would be unwise, it 
was contended, because there might be 
complications due to other factors 
affecting the price level and interfering 
with the program. The public, it was 


argued, should not be led to expect 
something that may not be brought 
about. 

In its open market operations, which 
commenced with weekly purchases by 
the Federal Reserve banks of $25,- 
000,000 of government securities and 
were broadened after six weeks to 
about $100,000,000 weekly, the Federal 
Reserve System has apparently em- 
barked upon its most extensive ven- 
ture of this character in its history. 
It takes some weeks, however, for the 
effect to be felt. The first result is to 
enable the member banks to pay off 
their indebtedness at the Federal 
Reserve banks. The amounts involved 
in the sale of government securities by 
the member banks are credited to their 
accounts with the Reserve banks. As 
the previous indebtedness is wiped out 
these amounts accumulate as surplus 
reserves. When this point is reached 
it becomes advantageous for the mem- 
ber banks to seek a profitable use for 


THE 


the money. The member banks then 
are more inclined to make loans and 
these in turn lead to new business 
activity which tends to raise the price 
level of commodities. 

As the result of the enactment of the 
Glass-Steagall Act, which is as far as 
the Federal Reserve authorities have 
been willing to go in legislation for 
currency expansion, there is con- 
fidence that the open market pur- 
chases can be continued for a con- 
siderable period without endangering 
the gold supply. Possible foreign 
withdrawals of gold, which might 
result from fears abroad that this 
country was commencing an inflation 
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© International 
While Secretary of the Treasury, Ogden L. Mills, 
fights the $2,000,000,000 soldiers’ bonus bill before 
the House ways and means committee on the 
grounds that it will impair public and private credit 


program, were cited as one reason why 
it would be undesirable to require the 
Federal Reserve System to maintain a 
price stabilization policy. Last year 
credit expansion was planned but 
large withdrawals of gold by foreign 
nations forced its suspension. The 
gold supply has been fortified through 
the Glass-Steagall Act which permits 
government bonds to replace excess 
gold reserves above the 40 per cent legal 
minimum when eligible paper is nol 
available for the remaining 60 per cent 
cover for Federal Reserve notes. 

In justification for favorable action 
on the price stabilization bill in the 
face of the objections by Governors 
Meyer and Harrison, Representative 
Goldsborough in his report to the 
House on behalf of the banking and 
currency committee asserted that “all 
authorities agree that it is impossible 
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for the debts of the country to be paid 
at the present price level and that 
unless the price level is raised the busi- 
ness Of the country is headed for 
inevitable bankruptcy.” 

“Speaking roughly, but with sub- 
stantial accuracy,” said Mr. Golds- 
borough, “the dollar will purchase 
about $1.60 more of commodities than 
in the 1921-1929 period. It would 
purchase now what it would have 
taken $1.25 to purchase about a year 
ago, which means that the producer, 
that is, the debtor, is being confronted 
with an ever-increasing burden. His 
debts, principal and interest remain 
fixed. The commodities he sells and 





© International 

His predecessor, 

from the Congressional battle front, raises the 

American flag in dedication of the Shakespeare 
Memorial Theater at Stratford-on-Avon 


Ambassador Mellon, retired 


which would have purchased a given 
number of dollars when he borrowed 
them have decreased in their purchas- 
ing power. 

“To go one step further, unemploy- 
ment is constantly increasing, because 
on a constantly declining market, 
business can’t go on. It is impossible 
to produce below the cost of produc- 
tion.” 

It was the view of the House com- 
mittee that the average price level of 
1921-1929 would re-establish substan- 
tial justice between debtor and creditor 
and that this would make lower 
standards of living unnecessary, as 
well as the process of painful readjust- 
ment now in progress. 

The committee’s opinion was that 
the Federal Reserve System has suffi- 
“int power to restore prices to the 
average of the period between 1921 


and 1929 and to maintain the level 
thereafter. By such action it was con- 
tended that periods of excessive infla- 
tion and deflation would be avoided. 

Among economists who advocated 
price stabilization legislation before the 
committee were Prof. Irving Fisher of 
Yale University and Prof. Willford I. 
King of New York University, who has 
been a contributor to The Burroughs 
Clearing House on this subject. 

“T am very much in favor of this 
legislation or any legislation which will 
accomplish the purpose which, in a 
nutshell I think,” said Prof. Fisher, ‘‘is 
to enable the people now in debt to pay 
their debts and to pay those debts on 
the basis on which they 
contracted them, or more 
nearly so than on the 
present price level, that 
is when the payments 
are translated in terms of 
cotton, wheat or other 
commodities. Any legisla- 
tion that will accomplish 
this purpose is by far the 
most constructive legisla- 
tion with respect to the 
depression. The other 
measures that have been 
tried, although good, are 
inadequate.” 

Prof. King was equally 
emphatic in urging favor- 
able action. 

“This will not do every- 
thing everybody wants to 
do,”’ said Prof. King, “‘but 
this will probably do more 
good to the business 
and economic life of the 
country than any other 
single measure that is 
before Congress.” 

The currency inflation 
proposals receiving most 
attention in connection 
with the agitation for the payment of 
the balance of the soldiers’ bonus were 
those in the bills of Representative 
Wright Patman, Democrat, of Texas, 
and Senator Elmer Thomas, Democrat, 
of Oklahoma. The Patman bill would 
direct the Treasury to issue legal 
tender non-interest bearing notes for 
payment of the veterans. The Thomas 
bill would provide for the issuance of 
2 per cent bonds with the circulation 
privilege, similar to the Panama canal 
bonds now used as a basis for national 
bank notes. The bonds would be 
turned over to the Federal Reserve 
banks which would issue Federal 
Reserve notes to the amount of the 
full face value of the bonds. The notes 
would be paid to the veterans on the 
order of the administrator of veterans’ 
affairs. The unpaid amount of the 
soldiers’ bonus is about $2,400,000,000 
and either the Patman or the Thomas 
plan would have the effect of putting 
this sum in new currency into circula- 
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tion. Inasmuch as it would increase 
outstanding currency by about 50 per 
cent, it is contended by its advocates 
that it would materially raise the price 
level. 

While the Patman bill makes no 
provision for gold backing for the notes 
or for redemption in gold, its advocates 
contend that inasmuch as there is up- 
wards of $5,000,000,000 in monetary 
gold in this country and only $5,500,- 
000,000 of currency in circulation, 
there can be a large expansion of the 
latter without any danger of deprecia- 
tion. 

As against this theory Prof. E. W. 
Kemmerer of Princeton University, 
who was one of the witnesses in opposi- 
tion to currency inflation before the 
House ways and means committee, 
pointed out that most of the gold is in 
the form of reserves of the Federal 
Reserve banks and that it would not 
be directly available as cover for the 
issuance of ‘Treasury notes. The 
Treasury now has a gold reserve of 
about $155,000,000 against United 
States notes totaling $346,000,000, the 
so-called greenbacks. The Treasury 
holds only a little more than $80,000,- 
000 in gold which is not definitely 
pledged for one purpose or another. 


N Prof. Kemmerer’s opinion, the 

$155,000,000 which now is actually 
the only gold which may be considered 
as backing the silver certificates as well 
as the greenbacks, would also furnish 
the only insurance of redemption of 
any new notes issued by the Treasury. 
This, he said, would have the effect of 
reducing the percentage of gold re- 
serves so materially as greatly to 
weaken confidence in the soundness of 
the currency. There would be fears of 
currency inflation which would lead to 
foreign withdrawals of gold and in his 
opinion there would be serious danger 
that the United States would be forced 
off the gold standard. Furthermore it 
would become difficult, according to 
his theory, to call in gold certificates, 
which have a 100 per cent gold cover, 
and replace them with Federal Reserve 
notes with only a 40 per cent gold 
cover, as there would be a tendency to 
hoard that type of currency. 

Prof. Kemmerer took the position 
that the country is not suffering from a 
scarcity of money but primarily from a 
collapse of confidence. The amount 
of money in circulation in February was 
19 per cent greater than at the boom 
period three years ago, he pointed out, 
but bank deposits are 17 per cent less, 
the physical production is 25 per cent © 
less and wholesale prices 31 per cent 
less. 

The trouble is, according to Prof. 
Kemmerer, that the money and deposits 
are not moving, the average rate of 
turnover of bank deposits having been 
cut in half in less than three years. 


(Continued on page 32) 
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THE BURROUGHS 


rogress Bulletin, Serial X Y Z 


Facts Concerning the “Daily Message 
of Facts Observed by and About Central 


United 


National Bank of Cleveland” 





HE serial number of this mes- 

sage, of course, is fictitious, 

since it is prepared for the 
first time for more readers than the 
380 members of the staff of Central 
United National Bank of Cleveland. 
In all other respects, however, this 
BULLETIN resembles every other 
one which the bank has issued for 
a long time—every business day. 


* * * 


Each message is serially 
bered; for that gives it a handle 
for quick reference. Each is dated, 
not only to aid in identification, 
but that the passing of time with 
each issue shall impress readers 
with the essence of progress and 
its accompanying tools—hours in 
which to work. 


hum- 


* * * 





Proeress BULLETIN 


A Datly Message of Feats Observed by ced shout Contre! United Motions! Beat of Clevelend 








Mo, 244 March 50, 1952. 


- ay ye visitor yesterday et desks of Mr. Sullivan and Vice Pros- 
to, Getten entre Gun Sats tankers © tan Un, Uith frtente ia 6 
Palanan Bethenny with @ group at a banquet table - in fact in any gather- 


c problens ere 
He inquired for Vice reabe F, &, Horton, off on a holiday. He is 
Wilbert J, Ward, Assistant Ld President, Bational City Bank of New York. 


Esperanto, the international viaeiiiaan still aay be requirod of linguists 
in @ bank's foreign departaent; at least that was the thought yosterday 
following departure of a savings depositor whose jargon of Russian, Gerpan, 
Hungarian and Yiddish confronted Assistant Cashicr John F. Schreier. She 
= & woman of advanced years bent — withdrawing $751 to close her ac 
ount because she was movinr to New Jork; tut she departed carrying aly 
asi, ac Mr. Schreier explained her savings would be as safe in Ohio's 
largest national bank as anywhore in ths world. So apprecintive of the 
attention showed her was sho, that in kseping with « Central Buropean 
custon, she offered to kiss Kr. Schroier's-hand on tak. 
* . * 


To act as Romans when in Rone, as the saying ;oes, demands graciousness; 
and there aay be as euch effort in acting the part as that required of 
bankmen daily an seeing the other fellow's point of view...doveloping 
an objective mind rather than subjective...belioving that greater riches 
cone from use of honey than vinegar, any day 

. * 


It's open season for automobiles; yesterday we anticipated the General 
Motors show next week. Tod.y the new Ford clains our interest. As 
usual tho o public Lecomes the benoficiary, 
ment of G. M.'s special radio progras...*that, 
may be “work for aany hands.” 

. 


Look for announce- 
as we shall see, there 


* 7 
Calls on Customers! On April lst (and no foolin') one-half the tine 
allotted for coupleting the year's assimecnts rill have passed. That's 
on Friday. Eighteen percent of the work has been accosplished; one 
officer, Vice President 4. &. Horton, having done 68% of his rork, with 
Asst. Vice President C. J. Steiger ae second with 54%, Last year 
at this time 52% of the work bad teen 6 

* 
IN THIS BULLETIN: (1) Intorosting persons are 
learn Esperanto, or whetant, to get ot! 


welconed alrays; (2) 
hers’ viewpoint; (3) tenpus fugit. 


continued appearance and_ kind 
words of appreciation, PROGRESS 
BULLETIN was considered an 
essential to the spirit of a bank 
organization of seven distinct 
offices separated by wide distances 
in a large metropolitan city. 


* * * 


Without a house magazine of 
any kind, this would be a medium 
of expression as between officers 
and their staff, as news between 
offices, too. But it would not 
serve as the customary house organ 
to exploit personalities, report 
deaths, marriage, birth, bridge 
parties, bats. Here one would look 
in vain for gossip, smart sayings, 
quips and scandal—not even 
change in personnel, unless such 
changes were of sufficient impor- 
| tance to claim attention of and 








Its sections, often single para- 
graphs, are divided sharply by three-star 
dashes (just as here) because the mes- 
sage in its entirety may or may not be 
a continuous thought. Presented in 
sections, the BULLETIN as a whole 
appears as something more easily 
read, than were it a solid mass of type. 


* * * 


Type employed is the typewriter, 
reproduced on a duplicating machine; 
for this permits speed, where setting 
up on printer’s type and presented in 
printer’s ink would require many 
hours for preparation and delivery. 
Also, the cost would mount up un- 
necessarily. 


The cost, including overhead and 
material, wear and tear on typewriter 
(not on the stenographer who occa- 
sionally must prepare a new stencil 
because of serious error in transcrip- 
tion) is approximately $200 a vear. 


* * * 


PROGRESS BULLETIN $s started 
out, as all projects begin, as an experi- 
ment. A thought a day progress, was 
the only prescription given its first 
issues. The times indicated a need to 


direct minds of all who shall read its 
messages along channels of positive 
thinking rather than to give circulation 
to negative events and catastrophes 
boldly displayed by news reports, 
stock market tickers and ugly rumors 
about business all around the terrestrial 
sphere. It would adopt as its credo 
the commenting upon points of prog- 
ress in face of an oncoming deluge of 
depression, receding of business, shrink- 
age of figures in all industries. It 
would prove that changing conditions, 
even in face of economic warfare, lead 
to improvement, to betterments all 
around. 


Could anyone condemn such an 
objective so long as its contents were 
not fictitious, if it reported facts, if it 
translated major occurrences in terms 
of positive gains; so long as it refrained 
from a Pollyanna attitude, empty 
optimism? 


* * * 


To experiment with the experiment, 
publication was suspended three weeks 
after it had been decided the age of 
incubation had passed; and by token 
of inquiries, insistent requests for its 


presentation by daily newspapers 
here and elsewhere. 


Yes, there was the measuring stick 
for PROGRESS BULLETIN -to 
make its contents measure up to the 
standards required by news editors 
who print facts of a whole community, 
local news or news of national or inter- 
national events; or by column con- 
ductors, who employ attractive means 
to exploit a philosophy of life, or to 
entertain subscribers. 


* * * 


PROGRESS BULLETIN would 
have character. If it heralded the 
anniversary of the founding of the 
bank, for example, a special edition 
would be prepared; research would 
uncover strange facts concerning the 
first day of business, contrasted with 
the present. If it should report the 
visit of an important visitor, it would 
tell of his importance, his contribution 
to business and to society. Some 
hitherto unpublished fact would point 
up an event or a personality in 4 
hitherto unthought-of light, if that 
were possible. PROGRESS BUL- 
LETIN would become among house 
organs of a nation’s business houses 
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CLEARING HOUSE 


a sort of “daily column” as one might 
be conducted in great sheets of tabula- 
tions, stock quotations, market re- 
ports and vital statistics. Not as 
though its momentum would carry 
itself, since this is not given to any 
enterprise, but that its impetus once 
directed, as the experiment proved it 
to be, its daily contents would become 
contributions of the observations of 
many within the staff. 


* * * 


Thus PROGRESS BULLETIN, 
sometimes occupying space one-half 
the size of an ordinary letterhead, 
referred to in shop-talk as the “short 


form,’ often appearing in “long 
form,” or full size letterhead (8% 


inches by 11 inches) — occasionally 
in still “longer form” (8% by 13)—- 
thus this “column” has become a 
voice in the large chorus of all who 


are employed by this Cleveland bank. 
* * * 


Management of such a “column” as 
this shares experiences in common with 
publishers of daily news. Every 
twenty-four hours during every business 
week there must be provided a fresh 
bit of news, a new or different view- 
point, ofttimes an editorial opinion to 
emphasize a major occurrence. There 
is, however, one great difference in the 
general assignment of the ‘‘column’s” 
production, and that enters at the 
point in the prescription of editorial 
policy where newspaper editors may 
write of negative happenings. This 
“column,” in its presentations, admits 
none of these things; it does not make 
mention of illness among members of 
the bank staff, not even death. It 
does not countenance untoward devel- 
opments within the circle of its in- 
dustry, of the city, state or nation, ex- 


Nine 


cept that each event reported may lead 
on to progress in one form or another. 
* * + 

It does not carry the torchlight for 
any religion, creed or philosophy, save 
that what shall transpire with regard 
to any event of the day having a 
bearing upon the success of the 
institution it serves will lead on to 
progress with the reporting. 

* * ok 

PROGRESS BULLETIN has no 
mailing list, nor does it seek to compile 
one. 

* * * 

It is an idea applicable to any 
organization employing a group of 
persons—a department store as well 
as a bank, a national institution such 
as an insurance company, or a news- 
paper; any business, in fact, that 
wants to point out progress to its 
employees. 


he Passing of the Banker 
of the Wide Open Places 


HEN I wasa little boy in a little 
town on the Kansas prairies, 


I used to improve my mind 
by consorting with the hobos who 
loafed under a water tank down by the 
railroad track. Sometimes they were 
a bit crude, but they were amiable and 
discursive gentlemen, who were un- 
grudging in tales of their travels. 
Hunched up on the shady side of the 
tank, listening to their private biog- 
raphies, I made vicarious pilgrimages 
over the Six Continents, and down the 
Seven Seas. 

I remember particularly a conversa- 
tion one hot summer afternoon with a 
lean and hunger-bitten tourist, who 


was waiting for an eastbound freight. , 


Ile was dressed in sprightly shepherd’s 
plaids — perhaps a trifle loud in pattern, 
and sadly greasy and begrimed, but 
nevertheless, a suit of such distinction 
and style as I had never gazed upon. 
It appeared that he was lately from 
Tombstone, Arizona, where he had 
suffered sudden business reverses, and 
was at the moment hurriedly en route 
to an undetermined haven. Plainly, 
he was depressed —almost _ bitter. 
Somewhat morosely he told me of his 
career in Tombstone. For several 
months, it seemed, he carried on a 
Successful business as a banker, but 
his career had ended in such ignominy 
as seared his soul. 

Whatever one might do, he adjured 
me, never be a banker. It is an 
occupation filled with vicissitudes and 


cBy Conner Malott 


Vice-president, Spokane and Eastern Trust 
Company, Spokane, Washington 


crowded with calamity. I expressed 
commiseration both for him and the 
customers, and voiced my hope that 
his depositors would receive adequate 
salvage. 

He snorted at my reference to 
depositors. By nature, he explained, 
he was fraught with perhaps excessive 
conservatism. Any business which 


carried a hazard above the irreducible 






































minimum was distressful to one of his 
sensibilities. Accordingly, he would 
never engage in any form of bank- 
ing which involved the risks of 
deposits. The very thought of owing 
money payable on demand when 
perchance he might be unable to 
meet unexpected calls should paralyze 
any right-minded man. 

“Never be a banker,” he repeated, 
“but if you ever do go into banking, 
never receive deposits.” In my aston- 
ishment, I told him that I thought 
deposits were indispensable to all up- 
and-coming banks. Indeed it occurred 
to me that deposits were what bankers 
made their money out of. 

“Deposits,” he said, with a sniff, 
“deposits are just liabilities of a bank. 
Did you ever hear of an honest man 
making money out of his liabilities?’ 

I considered this subject at some 
length. The eastbound freight came 
roaring by and stopped in front of the 
water tank. My friend rose slowly, 
dusted the most obvious grime from 
his shepherd’s plaids, and strolled out 
towards the train. 

“Tell me,”’ said I, as he was about to 
disappear, “how does one manage to 
run a bank without deposits?” 

He was crawling up into an open 
box car as he turned around and 
answered: 

“T ran the,only legitimate bank in 
Tombstone, and no depositor ever lost 
a dollar with me. The kind of a bank 
I ran was a faro bank.” 
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THE BURROUGHS 


ew Crop Loans for Farmers 


By Norman J. Wall 


Senior Agricultural Economist, United States Department of Agriculture 


"Tina special need for funds to 
finance crop production in 1932 
is now being met by direct loans 
from the federal government. Under 
the terms of the Reconstruction 
Finance Corporation Act, approved 
January 22, 1932, the sum of $50,000,- 
000 was made available to the Sec- 
retary of Agriculture for this purpose. 
Authority was given him to make loans 
“‘to farmers in the several States of the 
United States in cases where he finds 
that an emergency exists as a result of 
which farmers are unable to obtain 
loans for crop production during the 
year 1932.” The Act provides further 
that preference, in making loans, shall 
be given to farmers who suffered from 
crop failures in 1931. Should the 
Reconstruction Finance Corporation 
issue debentures, 10 per cent of such 
issues is also to be allocated to the 
Secretary of Agriculture. The maxi- 
mum amount which could thus be 
made available for crop loans would be 
$150,000,000, which with the original 
$50,000,000 makes a possible total of 
$200,000,000. 

To administer this fund, a special 
organization known as the Crop Pro- 
duction Loan Office has been set up in 
the Department of Agriculture. Under 
the supervision of this office, seven 
field offices are in operation at the 
following places: Washington, D. C., 
Minneapolis, St. Louis, Memphis, 
Dallas, Salt Lake City, and Spokane. 

Up to April 21, nearly 500,000 
applications for loans by individual 
farmers had been received. A summary 
as of that date indicated that 355,341 
loans, aggregating $45,032,099 already 
had been definitely made or approved. 
The number, amount and the average 
size of these loans by the seven offices 
were as follows: 


Field Office Number Amount yep 

Loaned Loan 
Washington, D. C.. 104,390 $12,045,972 $115.39 
eS ee 25,074 2,371,027 94.56 
Ds 6 «sees 108,845 9,748,461 89.56 
Pi cncucnaed an 29,061 2,700,609 92.93 
Minneapolis....... 76,611 16,091,766 210.05 
Sait Lake City.... 8,156 1,412,400 173.17 
I as Savae-ees 3,204 661,864 206.57 


Slightly more than three-fourths of 
the total number of individual applica- 
tions have been received at the 
Memphis, Washington and Minneap- 
olis offices. 

The Memphis office, which serves 
the states of Alabama, Arkansas, 





[XN the April issue of this magazine appeared 

an article entitled “‘The Change in Farm 
Mortgages” signed ‘By Norman J. Wall, as 
told to U. V. Wilcox’ which Mr. Wall 
attests he had not seen prior to publication 
nor had he authorized that interview. 


“IT have always had a high regard for your 
publication,” writes Mr. Wall, ‘“‘and I am 
sure you would not have published this 
article if you had known the above facts. 
There are some statements in the article, the 
accuracy of which may be questioned, and 
there are certain other statements which are 
decidedly embarrassing to me inasmuch as 
they may be interpreted as official statements 
of policy.”,—The Editor. 
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Louisiana, Mississippi and Tennessee, 
is chiefly concerned with loans to 
cotton farmers and more especially 
those with small farms. The cultivated 
acreage of the average cotton farmer 
in these states is not large. This is 
reflected in the low average size loan 
of $89.56. 

The Washington office serves a 
territory of seventeen states extending 
along the Atlantic coast from Maine 
to Florida. The largest proportion of 
loan applications at this office, how- 
ever, was received from North Caro- 
lina, South Carolina and Georgia. 
Here again loans to small cotton 
farmers predominate. The greater use 
of fertilizer in the southeastern states 
tends to raise the size of the average 
loan at the Washington office as com- 
pared with those made by the Memphis 
office. 

The Minneapolis office is primarily 
concerned with needy farmers in the 
area that suffered from drought and 
the grasshopper plague in 1931. It 
serves the states of Iowa, Minnesota, 
Nebraska, North Dakota, South 
Dakota, Wisconsin and parts of 
Montana and Michigan. The average 
size of loan of $210.05 is approximately 
double that shown for the field offices 
primarily serving cotton farmers. The 
larger sized farm devoted to wheat and 
other grains naturally increases the 
amount required by each individual 
farmer. The drought damage was 
most severe in South Dakota, North 
Dakota and Montana, and the heaviest 
demand for loans is coming from these 
three states. 


In making direct loans to farmers 
the various field offices operate through 
local committees with the assistance, 
usually, of the county agent. Each 
application is first approved by the 
local committee. In every instance 
the borrower is required to give a lien 
or crop mortgage on the crop to be 
grown with the aid of the federal loan. 
Upon receipt of the loan papers, the 
regional office checks the application 
to ascertain if it is in proper legal form. 
If the crop is already mortgaged, 
waivers must be obtained from all 
prior mortgage holders. Likewise a 
tenant, or a farmer operating under a 
crop contract, must secure a waiver 
from the owner of the land. 

On approval of a loan, the money is 
turned over to the borrower, in install- 
ments. The initial payment is made 
upon approval of the loan and subse- 
quent installments are made at stated 
intervals when it has been shown that 
the proceeds of the initial payment has 
been used for the purposes authorized 
in the loan contract. Interest at the 
rate of 51% per cent is charged only 
from the date when the various pay- 
ments are made. All loans are due 
November 30, 1932. 


HE maximum amount which any 

individual farmer may borrow is 
limited to $400. The amount which 
will be approved is based upon the 
requirements of the borrower for seed, 
feed for work stock, fuel and oil for 
tractors, and other necessary supplies. 
The acreage of crops on which the 


. borrower gives a crop lien as security 


for the payment of the loan is likewise 
a determining factor. Loans are based 
upon the approximate cost of the 
supplies required but are in most cases 
limited to $3 per acre for general field 
crops and $12 per acre for truck crops, 
including potatoes and sweet potatoes. 
In those counties where the use of 
fertilizer is deemed necessary by the 
representatives of the Department of 
Agriculture, the maximum limit per 
acre is $6 for field crops, $10 for tobacco 
and $20 for truck crops. In addition 
to the above limits, amounts not in 
excess of $2 per acre may be loaned 
for the purchase of materials for spray- 
ing and dusting to protect cotton and 
tobacco from insects and plant diseases, 
$4 per acre for spraying and dusting 
truck crops, and $25 per acre for 
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CLEARING HOUSE 


fertilizer, spraying and dusting ma- 
terials for bearing fruit trees and 
vineyards. 

It will be seen that the policy in 
making these loans is to limit advances 
to actual necessary expenditures. The 
farmer is not encouraged to borrow 
more than is absolutely necessary. 
With the present low level of 
prices, the repayment of these 
Jjoans is dependent upon careful 
economy in production and it is 
therefore to the interest of the 
farmer to keep his loan obliga- 
tion down to the lowest amount 
practicable. The ability of the 
farmer to repay this loan obliga- 
tion is further safeguarded by re- 
quiring each borrower to agree, 
as a condition for obtaining the 
loan, that he will plant an ade- 
quate acreage of feed and food 
crops. The adoption of this 
policy tends to reduce the 
amount of debt obligations con- 
tracted for the purchase of com- 
modities that can be produced on 
the farm. 


T! IE granting of direct loans to 

farmers by the federal govern- 
ment, for the purpose of defray- 
ing some of the necessary expense 
of crop production, is not an in- 
novation. In eight other years, 
beginning as early as 1918, fed- 
eral funds have been available 
for this purpose. Annual appro- 
priations prior to the crop year 
of 1931 had ranged from $1,000,- 
000 to $6,000,000. In 1930, the 
occurrence of a severe drought 
affecting an unusually large area 
of the country, caused a wide- 
spread demand for loans. As a 
result, $67,000,000 was made 
available last year for agricul- 
tural financing in some thirty 
states. Of this amount, approxi- 
mately $38,000,000 was loaned 
for crop production purposes. In 
the last half of 1931, additional 
amounts were advanced for the 
purchase of feed for live stock in 
the drought area of the northwest 
states. 

The scope of loan operations under 
the present Act, however, has been 
greatly enlarged in comparison with 
previous appropriations. It marks a 
departure from the policy of limiting 
federal loans to farmers in those areas 
which had been affected by an unusual 
climatic disturbance such as drought, 
Storm or hail. Authority is now given 
the Secretary of Agriculture to make 
loans ‘“‘where he finds that an emer- 
gency exists as a result of which far- 
mers are unable to obtain loans for 
crop production.” 

The broadening of the scope of 
these loan operations is probably 
accounted for by the difficulty in 


distinguishing between need for emer- 
gency financing which arises from 
economic conditions as _ contrasted 
with those created by climatic condi- 
tions. 

The unusually low level of farm 
commodity prices, the record number 
of bank failures in financing areas, and 
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the sharp contraction in deposits of 
existing banks have all contributed to 
an urgent need for special financing 
facilities. 

As illustrative of the existing condi- 
tions contributing to the demand for 
these emergency loans, it may be 
pointed out that prices received by 
farmers for the commodities which 
they sell, as measured by the index 
compiled by the United States Depart- 
ment of Agriculture, were, in March 
1932, at a level equivalent to 61 per 
cent of their pre-war average. The 
average level of farm commodity 


prices on that date was approximately 
AO per cent below the average of whole- 
sale prices of all commodities as meas- 
ured by the Bureau of Labor Statistics. 
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The index of prices received by farmers 
in March, 1932, stood at 61 compared 
with 140 in the same month of 1929. 
The change in the farm prices of 
individual commodities in which the 
decline has been particularly striking 
may be indicated by the following 
quotations: 


March 


March Percentage 
1929 


1932 Decline 


Cotton, per lb.....$ .19 $ .06 67% 
Wheat, per bu..... 1.05 44 58% 
Hogs, per ewt..... 10.00 3.90 61% 
Beef cattle, percewt. 9.16 4.25 54% 
Another contributing factor 


which has intensified the need 
for crop loans is the marked re- 
duction in the number of local 
loan institutions. Since 1920 
there have been approximately 
9,500 bank suspensions. Most of 
these were in communities where, 
prior to their failure, they had 
been important sources of credit 
in financing farm operations. 
Their closing, therefore, has 
meant a complete curtailment in 
local loan facilities for many 
areas. The record number of fail- 
ures occurred in 1931 when there 
was a total of 2,298 bank sus- 
pensions. The mortality in Janu- 
ary and February, 1932, was 
likewise heavy with totals of 342 
and 115, respectively. The par- 
ticularly rapid reduction in the 
number of local banking institu- 
tions during the past year thus 
intensifies the need for some sup- 
plementary source of financing. 


HE decline in deposits of 

country banks gives additional 
evidence of the reduction of 
loanable funds available in agri- 
cultural communities. In twenty 
of the leading agricultural states 
(excluding California) net de- 
mand deposits of member banks 
of the Federal Reserve System, 
located in places of less than 
15,000 population, had declined, 
in February, 1932, to 63 per cent 
of the monthly average for the 
years 1923-24-25. In a group of 
eight cotton-growing states, the decline 
was even more marked, the index for 
February having fallen to 46 per cent. 
The movements of deposits in country 
banks are largely influenced by the prices 
which farmers receive for their products 
and the current low level of deposits can be 
largely explained in terms of the decline in 
farm commodity prices. 

While these loans are made only to 
farmers, the benefits will accrue indirectly 
tomany others. The proceeds of these loans 
will bring new funds into agricultural com- 
munities at a time of the year when the 
flow of funds is usually in the other direc- 
tion. Banks operating in such communities 
will have new additions to their —— and 
reserves. Newpurchasing powerwill be avail- 
able in acquiring necessary supplies from 
merchants. Frequently this financial assist- 
ance maybe the means of indirectlyreleasing 
other purchasing power for the payment of 
taxes, current obligations, interest, etc. 
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- New Operation for Savings 


By Donald B. Smith 


Assistant Cashier, First National Bank, Mishawaka. Indiana 


HE theory herein of the classification of savings 

accounts, as to restriction of withdrawal privilege and 

payment of interest accordingly, is submitted not as 
a finished, workable plan. It is probably not a new idea; 
but it would seem to be one which merits consideration, in 
the light of the banking history of the past two years. 
Many sound, well-managed banks have been closed be- 
cause they were forced to pay time deposits on a demand 
basis. It is to be hoped that the entire plan will be con- 
sidered more as a suggestion from which a more comfortable 
and safer plan of savings bank operation may be evolved. 

When John Jones comes into your bank and presents 
his savings pass book with the demand that you give him 
his $10,000 in cash, at once, what happens? No use to 
speculate about what would happen if you don’t give it to 
him. That’s out, unless you havea sixty-day notice clause in 
operation. This is what happens when Jones demands 
that savings account and you pass it out to him in currency. 

1—A time deposit becomes a demand deposit. 

2—Your cash position is lowered $10,000 and you must 

readjust accordingly. 
3—Jones has walked out with an account that was allowed, 
say 3 per cent, interest as a time deposit. 

4—His time deposit, which was an earning asset either in 
bonds or bankers acceptances, must be liquidated at a 
loss or possibly a profit. 

It would seem that Mr. Jones got the cash and the 
breaks all the way around. What can be done about it? 
Under present conditions —nothing. But may a practical 
banker theorize, and offer a suggestion? First, let us 
assume that Mr. Jones comes back and wishes to redeposit. 
Why not say to him, “You can’t expect to put $10,000 in 
a bank and get 3 per cent interest on it, and at the same time 
come in here any day between 9:00 o’clock and 3:00 o’clock 
and get it back on demand. If you want to leave us your 
$10,000 on a demand basis, we are very glad to get it, but 
you must understand that we will not give it the privileges 
and profits of a time deposit. Leave it here on demand and 
we will pay you in cash any time during working hours, 
and we will set up a reserve against your account which will 
make it easy for us to do this. But in return for 100 per 
cent liquidity, you cannot expect interest. Very well, 
now we understand each other and there will be no hard 
feelings if you want it tomorrow or next day or next week.” 

Now if Mr. Jones is in a bargaining mood and asks what 
kind of an account he can get interest on, hand him a choice 
like this. 

If you will leave your money here subject to thirty-day 
notice, we will pay you 1 per cent. 

If you will subject it to ninety days’ notice, we can 
allow 3 per cent interest. 

In return for a year’s notice, we can even allow 4 per 
cent interest. 

Summarizing, savings accounts would be classified 
according to their restrictions. 


Class Restriction Rate of Interest 
EE one eee eee None None 
0 Se eee Thirty Days 1% 
ES ee eee ore Ninety Days 2% 
OO ee ee Six Months 3% 
ee ee One Year 4% 


Under these restrictions Mr. Jones could decide what he 
wants to do with his money. But better yet, the banker 


_ bonding deposits. 


can decide what he can do with the deposit that Mr. Jones 
makes. There is no necessity of going into details about 
the handling of savings deposits which are classified as 
above. The practical banker can see how easily these 
deposits can be invested so that he would not have to 
sacrifice earning assets to meet unusual demands. 

It must be conceded that the first, or demand, class of 
accounts are not savings accounts. But, strangely enough, 
they might appeal to a large number of customers at this 
time. A consideration of them would naturally bring up 
the guarantee or bonding of them. Ignoring the legality of 
such procedure and assuming that it would be necessary 
to do something like this to make the demand accounts 
attractive, it is not at all impossible for the bank to invest 
75 per cent of these funds in United States obligations with 
25 per cent in cash. With this investment program it 
would seem possible to trustee or guarantee the demand 
payment of the deposits. We are not at all sure just how 
this could be worked out. Before recoiling from this 
guaranteeing or bonding of deposits, let the banker read of 
some of the proposed legislation now being promoted at 
Washington, some of which certainly comes very close to 
The theory of bonded or guaranteed 
deposits is abhorrent to the banker, and as a theory has a 
dark and dismal past, but it may be forced on the banks. 


BEFORE anybody starts shooting, let us say that we are 

not submitting this classification of savings accounts asa 
new idea. We are going to do some admitting right here 
and now about our theories. 


1—The customers would not understand it. 

2—It would take additional ea ay 

3—It might not agree with the banking laws. 

4—What if a customer had an emergency demand for his 


money? 

The first objection, that it would be difficult to explain 
the plan, is hard to answer. Nobody knows what a cus- 
tomer likes or understands nowadays. Great care and 
patience would have to be exercised to make the customer 
realize what contract governed his savings. 

The answer to the second objection, of additional book- 
keeping and cost, is that if savings were classified, the addi- 
tional profits available under such an arrangement and 
anticipation of commitments, not to mention that 
splendid peace of mind that goes with knowing what to 
expect of your savings accounts, is worth a lot of book- 
keeping costs. 

The third objection about the legality of the plan is un- 
answerable without a study of the national and state bank- 
ing laws. We must presuppose that it is, or will be, legal. 
Certainly, we cannot see how it conflicts with the public good. 

If the customer had emergency need of his funds which 
were under restriction say of six months, it would be possi- 
ble for the bank to make a loan on the account at say, 6 
per cent. If the loan was paid at maturity, the interest 
would be paid on the account as if it had not been disturbed. 

Classification of savings accounts as outlined would 
forever lay the ghost that is stalking daily about the corri- 
dors of our savings banks gibbering and grinning as our 
bank executives worry over large bundles of sterile currency 
in their vaults which must be held in constant anticipation 
of the erratic whims of savings depositors. 
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© Iwo Years Progress, the“B. 1S.” 


that the central banks of the 

world should “get together’’ came 
out of the Genoa International Finan- 
cial Conference on May 19, 1922. 

By a curious coincidence, it was 
exactly eight years later, almost to the 
very day (May 17, 1930) that the 
Bank for International Settlements at 
Basle threw open its doors and pro- 
vided the central banks of the world 
with something undreamed of at 
Genoa—a common roof and banking 
machinery for their co-operative use. 

That roof is important. There have 
been occasions, probably, in the last 
twenty-three months when the roof 
has been even more important than the 
ninety-odd polyglot employees, busy in 
the various rooms and cages. For under 
its shelter there has gone on a con- 
tinuous ‘‘Genoa Conference.”’ 

Originally, of course, the bank was 
conceived as a method for taking 
German reparations out of political 
hands, placing the whole thing on a 
basis that was to be both businesslike 
and inoffensive to German feelings. 
But in the eight years since the Genoa 
Conference the various central banks 
had encountered many vexatious dif- 
ficulties in their efforts to “‘get to- 
gether”; the loving attentions of the 
press and the shrewd guesses of the 
Various money markets were alike 
embarrassing. So in the proposed 


J that: the first official suggestion 


cl3y C. T. Hallinan 


bank the European central banks were 
quick to perceive a solution of their 
difficulties. They saw that a common 
monthly meeting place and common 
banking machinery would be invalu- 
able. They backed the _ project 
strongly, and in the statutes of the 
bank, drafted at Baden Baden and 
published November 19, 1929, the 
objects of the bank are stated as 
follows: 

“To promote the co-operation of 
central banks and to provide addi- 
tional facilities for international finan- 
cial operations; and to act as trustee or 
agent in regard to international finan- 
cial settlements entrusted to it under 
agreements with the parties con- 
cerned.” 

The order in which the objects are 
stated is not generally realized. 


HEN the Bank for International 

Settlements opened its doors, it 
had seven ‘“‘founder members’ and three 
other members. The “founder mem- 
bers,”’ each of whom took over 16,000 
shares and guaranteed the entire 
200,000 authorized shares, were the 
central banks of France, Germany, 
Great Britain, Belgium and Italy, and 
certain invited banks of the United 
States and Japan. The three other 
members who were in at the beginning 
were the central banks of Switzerland, 
Holland and Sweden, with 4,000 shares 


each. That made ten countries in all. 

Today there are twenty-six coun- 
tries represented among the share- 
holders and turning up at the annual 
General Meeting. 

All of the European countries are 
represented, through their central 
banks, except Portugal (which has 
been allotted 2,000 shares to be taken 
up when its currency is stabilized), 
Spain, Soviet Russia and Turkey. No 
new central bank may join unless its 
national currency is on the gold, or 
gold exchange, standard. None of the 
South or Central American countries 
has yet joined and Asia is represented, 
to date, only by Japan. Thus, from 
the geographical point of view, there is 
still considerable room for expansion. 
We shall probably see in the very near 
future various allotments of shares, 
bringing the total from the 173,600 
shares now outstanding up to the 
200,000 shares authorized. If Ab- 
yssinia wants to come in after the 
200,000 shares are allotted, the direc- 
tors on a two-thirds vote, when ratified 
by a two-thirds vote of a General 
Meeting, can increase the authorized 
capital and let Abyssinia in. 

The bank’s authorized capital is 
stated in a very interesting way. In 
dollars at par of exchange it amounts 
to $96,500,000 but the statutes describe 
it as “500,000,000 Swiss francs equiv- 
alent to 145,161,290.32 grammes of fine 
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gold.” The italics are mine. That 
bit about the gold is a French contri- 
bution, and you will hear more of it as 
time goes on. 

The French, both officially and 
individually, contend that all this talk 
about the necessity for a “new inter- 
national currency” is nonsense. Their 
view is that we have today a tiptop 
international currency ‘he unit of 
which is “one gramme of fine gold.” 
Everybody understands it; everybody 
trusts it. All our currency troubles, 
in their opinion, grow out of our abuse 
of this excellent currency through per- 
mitting countries to set up “gold ex- 
change” standards which the French 
regard as a kind of debasement. 

When the experts were drawing up 
at Baden Baden the statutes of the 


Millions 


February 29 last. That amount ex- 
ceeds slightly the paid-up capital of 
the Chicago Federal Reserve Bank, 
but is less than one-third of the capital 
of the New York Federal Reserve. 


ENTRAL banks, the world over, 

differ widely in their conception of 
the amount of capital they should have. 
At one extreme is the Bank of 
England with a paid-up capital of 
$88,583,000 (taking the £ at par), and 
at the other extreme is the great Bank 
of France which gets along with a 
capital of only $17,117,500 out of 
total liabilities, on December 31 last, 
of $4,497,430,000. Obviously the Bank 
for International Settlements has been 
modeled more on Anglo-Saxon lines 
than it has on Bank of France lines. 
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new Bank for International Settle- 
ments, the French delegation argued 
that it would be symbolic and appro- 
priate for the new international bank 
to nail, like a flag to its masthead, 
“one gramme of fine gold” since this 
is actually the only international cur- 
rency unit generally recognized. The 
experts agreed, and that is why the 
bank’s capital is stated specifically in 
“grammes of fine gold.” But it is a 
tiny flag, fluttering in the breezes of 
Europe, and the world—no doubt to 
French regret —has been too absorbed 
in its aches and pains to notice it. 
Financially the Bank for Interna- 
tional Settlements might be described 
as a medium-sized central bank. Its 
paid-up capital today, stated in dol- 
lars, amounts to $20,941,000; that was 
10.7 per cent of its total liabilities on 


Its present capital will be increased 
shortly to $24,125,000 when it has 
distributed the balance between the 
173,600 shares now outstanding and 
the 200,000 shares authorized. The 
shares, of a par value of $482.50, are 
one-fourth paid. Further calls can be 
made by the directors on three months’ 
notice. 

But the $24,125,000 shortly to be 
outstanding seems adequate for a long 
time to come. To call for the full 
authorized capital of $96,500,000 would 
be to project a “super-bank” indeed, 
something which seems very far from 
the minds of the directors. This 
holding of authorized capital in reserve 
is, of course, common practice among 
reserve banks. The shares of the 
Federal Reserve banks are one-half 
paid, those of the Bank of Switzerland 
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one-half paid, and those of the Bank 
of Italy, 60 per cent paid. 

So far as one can see now, there is 
only one development which might 
conceivably lead to an increase in the 
paid-up capital. Ever since its forma- 
tion, the bank has been studying the 
field of “‘medium-term credits,”’ especi- 
ally where those credits could assist 
exports. By “medium-term” is com- 
monly understood credits not to exceed 
five years, and preferably for two or 
three years. The directors have defi- 
nitely voted to employ, out of their 
present resources, between $19,000,000 
and $28,000,000 in ‘medium-term 
credits” for the encouragement of 
exports. Such loans would not be to 
governments, for the statutes forbid 
loans to -governments, but to com- 
panies and institutions sponsored by 
the local central bank. 

Actually, not a penny of this has 
been definitely advanced to anybody, 
and won’t be until the various member 
banks feel themselves on “Easy 
Street.”” The Bank for International 
Settlements is absolutely the last word 
in liquidity. On February 29 last, its 
total bills and investments with more 
than one year to run amounted to 
only $165,000! Extreme liquidity is 
essential to the bank’s functioning and 
it will do nothing to jeopardize it. 
Thus it is thinkable that the bank 
might prefer to raise additional capital 
for employment in the field of 
‘“‘medium-term credits” though there 
are other methods open to it. For ex- 
ample, it might issue bonds. In any 
event the money would come, pre- 
sumably, from the member banks and 
they will have to be consulted on it. 

The chart gives a very good, though 
highly simplified, view of the bank’s 
career since its formation. It began 
with total resources of $58,421,000. 
These rose to a peak of $410,313,000 in 
May, 1931. Then came the Hoover 
moratorium and the vast sums depos- 
ited by the various European govern- 
ments in anticipation of inter-govern- 
mental war debt payments were with- 
drawn by the various Treasuries for 
employment at home. Simultaneously 
came the difficulties in Berlin which 
obliged many of the central banks to 
withdraw at least part of their funds 
from Basle. Thus at the end of 
February, 1932, total resources had 
contracted to $195,120,000. 

Considering the immense complex- 
ities of international conditions over 
the past year and a half, the chart, 
from its very simplicity, gives a very 
fair picture of European conditions; 
it “‘tells the story.” About the only 
factor not visible is the relief to Europe 
given by the postponement of repara- 
tions and war debt payments, though it 
is arguable that the comparative 
stability of central bank deposits at 
Basle over the past four months is, to 


(Continued on page 24) 
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Reparations and the War Debts 


cl5y John T. Madden 


Director, Institute of International Finance, and Dean, School of Commerce, New York University 


NE of the most important 
O problems confronting the world 

at the present time is the ques- 
tion of reparations and war debts. 
Since the end of the war, reparations 
have been an element of uncertainty 
which has tended to interfere with 
business. According to newspaper 
dispatches, a conference among the 
most important nations interested in 
reparations is to take place at Lausanne 
on June 16, 1932. While it is, of 
course, impossible at the present time 
to forecast with any degree of accuracy 
what the outcome of this conference 
will be, it is of interest to review the 
various attitudes taken by the coun- 
tries interested in this question. 


Reparations 


The German government has clearly 
indicated that it is unable to pay any 
more reparations and the German 
budget for the fiscal year 1932-33 
contains no provision for reparation 
payments. 

The British government, it is 
known, would like to settle the repara- 
tions problem for good, providing a 
settlement can be made within the 
limitations of the Balfour declaration. 
The French, on the other hand, appear 
unwilling to make any great conces- 
sions and the most that they are willing 
to consider is a moratorium for a short 
period. 

Under the Young Plan, however, 
Germany is required to make repara- 
tion payment amounting to 1,685,000,- 
000 reichsmarks or $401,367,000 in the 
German fiscal year 1931-32. Of this 
amount 660,000,000 marks, or $157,- 
212,000, represents the unconditional 
annuity and $244,155,000 represents 
the conditional amount. During the 
present year of moratorium Germany 
is nominally paying the unconditional 
annuity. This amount, however, is 
immediately reloaned by the Bank for 
International Settlements to the Ger- 
man Railway Company which in turn 
relends it to the Reich. 

As conditions are at the present 
time, it is generally believed that for 
the coming years, the French would be 
Satisfied to receive only the uncon- 
ditional annuity, not in cash, but in 
bonds of the German Railway Com- 
pany. This company, which in 1924 
was estimated by a subcommission of 
the Dawes Committee to represent a 


value of 26,000,000,000 gold marks, is 
at the present time free from bonded 
indebtedness. It is felt, therefore, that 
payment in railway bonds by the 
German government to the Bank for 
International Settlements would be 
satisfactory to the French. 


War Debts 


At the present time, Germany in 
addition to war debts has a total for- 
eign commercial debt estimated by the 
Special Advisory Committee appointed 
by the Bank for International Settle- 
ments at between $6,789,000,000 and 
$7,146,000,000. 

Interest and 
ments on this 


amortization pay- 
debt for 1932 are 





Although legally, no connection estimated at between $382,000,000 
GERMANY ITALY 
Payments _ Receipts 
In Reparations........ .$413,600,000 From Germany........ ing 46,800,000 
From Other Nations... 1,200,000 
GV == Total Receipts....... $ 48,000,000 
From Germany........ $209,500,000 Payments 
From Other Nations.... 1,800,000 To United States. . $14,800,000 
a aaa To England....... 20,000,000 
Total Receipts....... $211,300,000 ——__—_ 
Payments Total Payments......$ 34,800,000 
= ee SS eaeaen Amount Retained. ...$ 13,200,000 
Total Payments...... $120,800,000 UNITED STATES 
5 Receipts 
SE TIRE... i $171,500,000 
ad ‘ Prem Premte.........; 60,000,000 
ENGLAND From ot | a ae at 14,800,000 
Receipts From smaller nations... 23,600,000 
From Germany........ $ 86,800,000 Direct from Germany... 15,700,000 
Prom France... .......- 60,800,000 sscpasecat eeemeeaere 
From Italy...... pee seee 20,000,000 Amount Received and 
From smaller nations... 6,900,000 Retained............$285,600,000 
Total Payments.... . .$174,500,000 
Payments 
To United States....... 171,500,000 
Amount Retained....$ 3,000,000 











exists between reparations and war 
debts, the fact is that events during the 
past few years have tended to establish 
a close connection. The Hoover 
moratorium on both reparations and 
war debts has been cited as the best 
evidence of this relationship. The 
connection between war debts and 
reparations is shown by the above 
table of payments due in the fiscal 
year 1932-33 under the Young Plan, 
the Inter-Allied Agreements and the 
American Debt Settlements. 


HUS of the total amount of repara- 

tions, the United States and France 
receive the greatest share. If repara- 
tions and war debts were to be can- 
celled, France and the United States 
would be the greatest losers. 


and $441,000,000, as shown 
following table. 


in the 


In millions of dollars 
A—Long-term debt: 
(1) Foreign currency bonds— 


(a) Amortization®......... 60-69 
Rib) SPE. 55 i ceaneess 100-126 
160-195 
(2) Long-term debts not issued 
ik hits hn heh aie 0 37 
(3) German internal bonds..... 6 
(4) Shares, participations, real 
RR MON 5 dis s,5: 6 ou, sinc eats 36 
B—Short-term debt........... 143-167 
ON ici nadawesRe eee 382-441 


(*) Including an amount of 110,000,000 reichsmarks 
— for payment in full of two loans maturing 
in ; 


It is argued by the French that if 
Germany is to be freed from repara- 
tions, the position of the debts 

(Continued on page 29) 
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or Business Insurance 


By Earle L. Harrah 
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Trust 


Assistant Trust Officer, Straus National Bank and Trust Company, Chicago 


HERE has recently been con- 
siderable discussion about the 
value of the business insurance 
trust and the present tendency seems 
to be to regard it in the negative. 

It is difficult to determine whether 
existing opinions are based on _ pre- 
sumptions of fact or on actual expe- 
riences, as no particular authority has 
yet been given for conclusively estab- 
lishing the fact that the business 
insurance trust is, or is not, profitable. 
It is true that cursory surveys have 
been made which tend to prove that 
in its potential state at least —until 
the trust becomes operative at the 
death of one of the parties —it is not 
profitable to a bank, especially where 
no charge is made for the safekeeping 
of stock certificates and life insurance 
policies in the meantime. Yet I am 
not aware of the existence of evidence 
which reasonably substantiates the 
contention that as an active piece of 
business, in the process of administra- 
tion, it is not desirable and profitable. 
Because of the uncertainty of this fact, 
I recently endeavored to ascertain the 
actual value and status of these trusts 
by making an analysis of several 
estates which included interests in 
close corporations or in partnerships. 
This analysis revealed certain things 
about the business insurance trust 
which caused me to make three definite 
conclusions as follows: 

First— That business trusts are 
indispensable to the members of many 
closely owned business enterprises. 

Second—That, as a quasi-public 
benefactor, a confidant and an expert 
estate advisor, a trust company owes 
its clients the duty of not only accept- 
ing but also encouraging the creation 
of such trusts. 

Third —That business trusts should 
be highly desirable because they are 
profitable to a trust company. 

Let us consider the factors that 
figured in these conclusions. In the 
first place, I found that in the average 
case the basis of the business man’s 
wealth was his earnings from the busi- 
ness enterprise. I found that two or 
more men had pooled their capital, 
their knowledge, and their efforts and 
had organized a business. They con- 
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ducted it at first on a very limited 
scale, barely eking out a living for 
themselves. As time went on and the 
business grew, it developed into a very 
profitable investment for its members. 
They were able to reinvest these profits 
and thereby accumulate additional 
profits and property until finally in 
many cases the value of their accu- 
mulated wealth equaled or even ex- 
ceeded the value of their business 
interests. But, in almost every case, the 
business enterprise was the chief con- 
tributing factor to this accumulated 
wealth. In other words, it was the 
“goose that laid the golden egg.”’ Not- 
withstanding this fact, however, the 
business enterprise was invariably the 
most frequently slighted and the most 
habitually unprotected asset to be 
found in these estates, and likewise it 
was the one asset which ultimately 


suffered the greatest shrinkage. Not 
only did the business interests suffer 
great shrinkage, because of the lack of 
adequate arrangements for their dis- 
position and protection after the death 
of the owners, but the amazing thing is 
that the general estates of the owners 
suffered additional shrinkage, because 
of that fact, as well. It was found in 
several cases that the personal rep- 
resentatives of the estates of stock- 
holders of close corporations or of the 
owners of partnerships had to use 
funds from the general estate to pro- 
tect the testator’s interest in the busi- 
ness. 

A representative case in point was 
that of the estate of a dairy machinery 
manufacturer. This person had been 
the president of the company and 
owned the controlling stock interest. 
Under his management the company 
had flourished and he and the other 
stockholders had been able to accu- 
mulate comfortable estates. After his 
death, one of the minority stockholders 
was elected president and proceeded 
with the management. The company 
progressed, presumably on the momen- 
tum created by the deceased stock- 
holder, for a brief period of time. Then 
business began to fall off and the com- 
pany started on a down grade. It 
lost money year after year until all 
surplus had been exhausted and the 
company was faced with financial 
disaster. Owing to the extent of the 
deceased stockholder’s interest in the 
company, his testamentary trustee had 
no other alternative than to supply 
the capital necessary to save it from 
ruin. After a time this was exhausted 
and the trustee had to supply more 
capital. The business could not be 
sold for any justifiable price and 
besides it was felt that it would return 
to normalcy sooner or later—in any 
event it had to be saved from utter 
ruin. Later on, competitive concerns 
offered the trade a time payment plan 
of purchase and, of course, this plan 
put them in decided favor with pur- 
chasers of dairy machinery. To meet 
this condition, many more thousands 
of dollars were required and were 
supplied by the estate of the deceased 
stockholder. Finally, through the 
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influence of the trustee, a reorganiza- 
tion was brought about and a new 
manager placed at the helm but not 
until after the expenditure of addi- 
tional capital by the estate. While 
this action turned the tide, neverthe- 
less the incident which led to it had 
cost the testator’s general estate 
several hundreds of thousands of dol- 
lars which he had intended for the 
comfort and welfare of his family. 
But, it was unavoidable. It was not 
a case of poor management or care- 
lessness on the part of the testamen- 
tary trustee. There was not the 
slightest suggestion of that. Every- 
thing had been done that could be 
done under the circum- 
stances. It was simply a 


from today in those cases where we 
fail to refuse to set up adequate 
arrangements for protecting business 
interests, we might be justly criticized 
for not properly serving the best 
interests of our patrons and for con- 
tributing to the failure of their estates 
to produce the utmost good and con- 
sequent happiness for beneficiaries. In 
other words, where a trust company is 
called upon to assist a client in placing 
his estate in order, and the latter relies 
upon that trust company to serve him 
properly and wisely, there remains for 
it no other alternative, in the realm of 
conscience and good practice, than to 
encourage and to exert every reason- 
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part of the country is one-half of one 
per cent of the principal, while the 
outlay made in administering such a 
trust will vary according to the 
character of the property comprising 
it, the provisions of the document 
governing it, the experience and facil- 
ities of the trustee to whom it is com- 
mitted for management, the amount 
of work involved, etc. Therefore, while 
one trust of $50,000 might be profit- 
able under some circumstances, it 
might be grossly unprofitable under 
others. It depends entirely upon the 
factor of outlay. Consequently, in 
determining whether a business in- 
surance trust is or is not profitable, it 
is first necessary to de- 
termine whether under 





case of the failure of the 
stockholder to provide ‘6 
for the proper protection 
and disposition of his busi- 
ness interest at death. 
Under conditions like 
these a business insur- 
ance trust is indispens- 
able. 

Now, then, the second 
point —that a trust com- 
pany owes its clients the 
duty of not only accept- 
ing business trusts but 
in fact of encouraging the 
creation of such trusts. 
I realize that at the 
moment there are many 
who will not agree with 
this statement, but let 
us add certain imaginary 
facts to the above case 





ecause our experience has 
so thoroughly indicated 
the value of. the business 
insurance trust, one of our 
chief concerns, when assisting 
a client in formulating a 
complete estate plan, is his 
business interest 1n close cor- 
porations or partnerships.” 


such a plan the total 
outlay is less or is 
greater than it is in the 
absence of such a plan. 

In this regard, it must 
be remembered that if a 
business interest is not 
disposed of by means 
of a separate trust, then 
that interest will be dis- 
posed of by the owner’s 
will as it will fall into 
his estate. Accordingly, 
it is in the estate where 
the income or outlay, the 
profits or losses occa- 
sioned by the use or by 
the lack of the use of a 
business trust, will be 
reflected with greatest 
precision. In other words, 
in computing profits on 








and then consider it from 
that angle. It happens 
that the above was an older case, 
which arose prior to the introduc- 
tion of the business insurance trust 
to general usage, but for purposes 
of illustration, let us assume that 
it is a more recent one and that 
the deceased stockholder was a client 
of your bank. You received the 
appointment of executor and testa- 
mentary trustee, after the solicitation 
of one of the representatives of your 
trust department. When arranging 
the client’s affairs, you did not, for one 
reason or another, advise him to create 
a business insurance trust—let’s say 
because you didn’t think it was desir- 
able or profitable business for you to 
handle. Then the client died and you 
found yourself confronted with the 
problems above recited. Disgruntled 
and dissatisfied heirs were the cause 
for the public to learn that you had 
advised your client against a business 
trust, and because of that fact you had 
caused the depletion of his estate by 
reason of making continuous with- 
drawals to protect his business interest. 
Under such conditions, and I fear that 
these are exactly the conditions that 
Will prevail fifteen or twenty years 


able effort to work out a satisfactory 
plan of disposition and protection of 
the client’s interests in close corpora- 
tions and partnerships. 


TOW, for the third and last point —is 

a business insurance trust desirable 
and profitable from the bank’s stand- 
point? If it is profitable, it seems 
reasonable to assume that it is desir- 
able. Consequently, our chief object 
of inquiry is—profits. In the first 
place, what is profit—what factors 
determine it? Profit, according to Mr. 
Webster, is any accession of good — 
physical, mental or moral —from labor 
or exertion. Its factors are divided 
into two parts—income and outlay. 
Profit is the excess of income over out- 
lay. The thing that determines the 
amount of profit is the proportion of 
the one to the other. Either the in- 
come must be larger or the outlay must 
be smaller —they cannot be equal nor 
can outlay exceed income. The dif- 
ference between the two, from point of 
acquisition in a given undertaking, is 
that income is fixed and inelastic while 
outlay is variable. For example, in a 
trust of $50,000 the trustee’s fee in this 


a business trust, it is 

necessary to inquire into 

the effect that its existence or non- 
existence will have upon the income 
and outlay of the individual’s estate. 
While it is possible in a given case 
to estimate the item of income, it is 
not so easy to anticipate the item of 
outlay and about the only way to 
determine this item is to strike an 
average from the facts involved in a 
number of those estates where the 
problems of administering a business 
interest has fallen upon the owner’s 
executor or testamentary trustee. The 
dairy manufacturer’s estate was an 
average representative example of this 
type of estate. There we learned that 
the deceased stockholder’s business 
interest fell into his general estate, and 
consequently all of the problems per- 
taining to the management and pro- 
tection of the company had to be 
worked out by his executor or testa- 
mentary trustee. These problems were 
numerous and important and required 
a tremendous outlay of executive time, 
effort, and expense for which, save the 
possible exception of reimbursement 
for actual monetary expenditures, the 
trustee received no added compensa- 
tion. In other words, his income, for 


(Continued on page 27) 
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T is a queer anomaly to find bank 
profits of any kind without honor 
in their own domain, but the current 

attitude of many banks’ towards 
women’s departments gives rise to the 
suspicion that these departments are 
still looked on as extra service frills 
or necessary nuisances (depending on 
the feeling of the individual banker 
towards women in general), rather 
than as productive units of the organi- 
zation. Many otherwise astute bankers 
still consider women’s accounts a part 
of their business which, since it can’t 
be cured, must be endured. Perhaps 
in a moment of chivalric generosity 
they will install a few comfortable 
chairs, a mirror and a rug, dignify a 
corner with a neat sign “‘Women’s 
Department” and invite their women 
customers to come there to meet their 
friends on shopping days. The more 
sympathetic banks go further and 
provide special windows and tellers. 
The most enlightened put the depart- 
ment in charge of a capable and 
personable woman manager to whom 
the women may come for financial 
guidance. But even in some of the 
larger metropolitan banks, there seems 
still to be the feeling that this is all 
just a gracious gesture to make the 
women feel at home. 

A very noble sentiment, certainly, 
and much appreciated by the women 
who make use of the cozy corners thus 
set aside for them. But in these days 
of merciless cost analyses and bankers’ 
new insistence that every account and 
every department must support its 
own weight, not even the women’s 
accounts should be exempt from the 
rigid requirements imposed on all 
other departments. If the department 
can show a profit commensurate with 
other bank activities, it is worth while 
promoting; if it is merely an expensive 
decorative feature that shows no 
results on the balance sheet, why 
bother with it at all? 

An interesting example of what a 
women’s department can do for a bank 
in the way of profits is the department 
which has been built up by Miss Agnes 
M. Kenny at the First Wisconsin 
National Bank of Milwaukee over a 
period of the last twelve years. 

Perhaps it was a vague appreciation 
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of the growing interest on the part of 
women in business and financial mat- 
ters that prompted the officers of the 
First Wisconsin, shortly after the war, 
to ask Miss Kenny to come in and 
“look after’ the women customers. 
Certainly it was not with the idea of 
showing any immediate profit on the 
bank’s operating statement. The fact 
that the department was at first called 
the Women’s Service Department indi- 
cates that it was intended as another 
feature of the general promotional 
work of the bank. 

Thanks, however, to the construc- 
tive and practical ideas of Miss Kenny 
and the fine co-operation of the officers 
in helping her work out her program 
of educating the women customers to 
maintain the high standards she has 
insisted on, the department has not 
only made an enviable place for itself 
among the women of Milwaukee, but 
has survived the most acid tests of 
cost analysis and showed a _ profit 
which surprised even the bank’s own 
auditors. 


Better Accounts — More Business 


By a continuous process of educa- 
tion, through advertising and other 
promotional activities and by hundreds 
of individual conferences, the average 
balance of the accounts in the women’s 
department has been nearly doubled 
in the last eight years. The number 
of overdrafts has been reduced con- 
siderably and the number of un- 
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Pays 


satisfactory accounts has been cut 
down half by persuading the women 
to carry larger balances as a matter of 
good business practice. 

That all this has been worth while, 
not only in the way of increased 
prestige for the bank and the depart- 
ment, but in actual dollars and cents 
of business and profit, is evidenced by 
the fact that although the number of 
accounts is smaller by about 200 
(largely because of the service charge 
inaugurated in 1929 and the constant 
drive against unsatisfactory accounts), 
the total deposits of the department 
have grown from _ approximately 
$1,500,000 in 1920 to $2,119,000 on 
December 31, 1931. The average 
balance of women’s accounts has in- 
creased in the same period from $295 to 
$555. The average number of cus- 
tomers handled daily was about 335 
in 1920; today it is nearly 1,000. The 
number of accounts with balances 
below $100 has been reduced in the 
last eight years from approximately 
2,300 (exact figures not available), 
which represented about 50 per cent of 
the total number of women’s accounts, 
to 600, or 16 per cent. 


Standards and Service Up — Expenses 
Down 


Things like this don’t just happen. 
They are the result of vision and in- 
telligence and persistence. To bring 
them about requires painstaking atten- 
tion to detail, day by day. It involves 
hours of conversation with customers 
who do not understand or who do not 
conform to the requirements of the 
department. It means tiresome tele- 
phone calls explaining the whys and 
the wherefores of banking routine. 
It demands infinite ingenuity in com- 
posing disciplinary letters which are 
forceful yet tactful enough to conceal 
the sting. 

In the case of the First Wisconsin 
women’s department, three outstand- 
ing factors have contributed to its 
success: 

1—The constructive basis on which 
it has been built. 

2—A constant drive against un- 
satisfactory accounts and overdrafts. 

3 — Keeping expenses down. 

First, and most important, the 
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department was started on the right 
pasis. From the time Miss Kenny 
began her ministrations to the women 
who came to the bank, her one aim 
has been to educate them to do things 
for themselves rather than to cater to 
their helplessness by performing routine 
banking services for them. 

Coming into the bank with a back- 
ground of a number of years of 
teaching experience, Miss Kenny was 
better posted on what the women 
wanted to know than she was on how 
the bank was operated and what it 
had to offer its customers. Her first 
step was to go into the various depart- 
ments of the bank in turn and wait on 
her future customers. Thus she gained 
a knowledge of the problems of the 
bank personnel as well as those of the 
customers, which prevented her expect- 
ing unreasonable things from either 
when the department was started. 
This experience confirmed her idea 
that what the women customers needed 
was information and guidance rather 
than patronizing service, and it was 
on this basis that the department was 
started and has operated ever since. 

The second important factor in the 
success of the department is the con- 
stant emphasis on the requirements 
fora satisfactory account. In checking 
over the poorer accounts in the early 
days of the department, it was dis- 
covered that many of the women had 
never had explained to them that the 
average balance requirement was sup- 
posed to be taken seriously and that it 
did not help their credit standing to 
overdraw. The requirements of the 
department are now explained care- 
fully at the time the new account is 
opened and the 
daily disciplinary 
routine is mostly 
a matter of con- 
stant checking 
and calling in the 
offenders before 
their oversight 
becomes a habit. 
Occasionally, of 
course, all en- 
treaties and 
warnings fail and 
in these cases the 
account is closed 
as tactfully as 
possible. 

Contrary to 
what seems to be 
general opinion, 
women really do 
not overdraw as 
much as men. A 
check over a 
Period of time 
shows that though 
the women’s 
accounts repre- 
sent 25 per cent 
of the total num- 


ber of accounts, their overdrafts are 
only 20 per cent of the total. Con- 
sidering that many women’s accounts 
are household accounts operating on 
a comparatively small margin, this 
record indicates that women are no less 
conscientious and efficient about their 
banking than men. 

The check-up efforts of the depart- 
ment are not limited to the correction 
of wayward patrons, however. After 
an account has been on the books one 
year, if it has been satisfactory, a letter 
of appreciation is sent. This gesture 
has met with much favorable com- 
ment, as has also the practice of calling 
women who have closed their accounts, 
to see if there has been some difficulty 
which has not come to the attention of 
the manager, and to invite them to 
return to the department when they 
again have occasion to establish a 
banking connection. A small amount 
of attention goes a long way with a 
woman, especially if it is sincere. 

The third contributing factor in the 
profitable operation of the department 
is the fact that from the beginning, 
expenses have been kept down. A 
special corner near the entrance to the 
bank has been fitted up attractively 
as quarters for the department, but 
the atmosphere is that of a comfortable 
business office rather than a luxurious 
drawing room or informal club room. 
The manager’s desk is so placed that 
she is easily approachable at all times. 

Although the acounts of the 


women’s department are served through 
special windows in the department, 
they are not segregated from the other 
accounts of the bank in the bookkeep- 
record departments. 


ing or other 
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Deposits to checking accounts are 
made here, checks and coupons cashed 
and statements given out, but for all 
other services the women must go to 
the various departments of the bank 
and its affiliated institutions. The 
manager of the department is available 
at all times for counsel on financial 
problems, but for actual service, con- 
tacts are made with other departments 
of the bank or with representatives of 
the trust, investment, mortgage or 
other affiliated companies. 

As an additional expense-saving 
measure, members of the staff of the 
department assist in the work of other 
departments of the bank whenever 
possible. The tellers, for instance, 
join the clearings staff before and after 
banking hours; the coupon teller helps 
with the work of the regular coupon 
department; the stenographer takes 
work from some of the bank officers or 
helps with special reports. 


Indirect Profits Important 


But not all the profit from the 
women’s department appears on the 
books as such. Its valuable service in 
providing a vehicle for extensive 
publicity and the possibilities it affords 
for the development of new business 
cannot be measured in dollars and 
cents and percentages. 

There is an old saying that the three 
ways to get a bit of news before the 
world are to “telegraph, telephone and 
tell a woman.” If the women of the 
community like the bank, you may be 
sure they will tell their families and 
their friends and their servants about 
it and send them there. 

The women’s department offers 
numerous oppor- 
tunities for the 
development of 
additional _ busi- 
ness from present 
customers, con- 
tacts for affili- 
ated companies 
or other depart- 

ments, and the 
winning of new 
customers 
through themany 
outside contacts 
of the manager. 

Through in- 
terested service to 
a woman who at 
the time had only 
a small savings 
account but who 
wished a loan 
of $100, Miss 
Kenny secured 
an account of 
$49,000 some 
months later. 
Not a day goes 
by but there 
are requests for 
(Continued on page 25) 
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FROM A BUSY DESK 





By Hy. W. Sanders 


Cashier, First National Trust and Savings Bank of Santa Barbara, California 


lr is now a little over twenty-five 
] years since I first began work in a 

bank. ‘Tremendous changes have 
taken place in routine and detail. Yet 
the fundamentals of sound banking re- 
main unchanged. They are not diffi- 
cult to learn or understand, and they 
rest on centuries of experience. The 
dramatic events of the past 
year cause them to emerge 
with greater emphasis than 


ever. They can be sum- 
marized in four simple 
propositions: 


(a) Diversification of 
Risks, or “Don’t put all 
your eggs in one basket.” 

(b) Build up Reserves 
against losses that are com- 
ing some day, or “Practice 
what you preach.” 

(c) Character is the basis 
of credit, or “Look at the 
man behind the statement 
or collateral.” 

(d) Keep your loans on the move, or 
“Learn what a mortgage is and then 
keep away from it,” or “An equity is a 
liability.” 

The sayings in quotation marks are 
all axioms of English banking. 


©, 
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* * * 


As a general proposition we strongly 
deprecate the entry into banking of 
men who are without training and ex- 
perience. Much of our banking trouble 
has been caused by the organization of 
banks, or the acquirement of control, 
by people who have not been ade- 
quately trained. Yet there is one place 
in a banking organization where a man 
with outside training can do well, and 
that is in watching mercantile credits. 
There is an old proverb that says “Set 
a thief to catch a thief.” 


* * * 


A trust officer has compiled figures 
on a large number of estates showing 
the shrinkage between the original 
amount and the amount finally dis- 
tributed. In cases where a bank or 
trust company was executor, the 
shrinkage was a third less than in cases 
of individual executors. He attributes 
this to greater strictness in paying 
debts, to greater skill in management 
of assets, and to expert knowledge in 
paying taxes. 


* * * 


He also tells a tale that ought to be 





the inspiration for some good trust 
advertising: A business man died leav- 
ing a widow, three children of school 
age, and $40,000 life insurance. In 
place of the $5,000 income they had 
enjoyed, the family found themselves 
faced with the alternative of either 
living on $2,000 secured from a 
5 per cent yield on 
the insurance money, or 
of spending the principal. 
The widow tried to get 
away from the dilemma by 
seeking investments with 
8 per cent yield. In five 
years the capital had de- 
preciated to a quarter of 
the original sum. A trust 
in which the income, plus 
a small part of the prin- 
cipal, had been paid to the 
family until the children 
were self-supporting would 
have seen them through 
their emergency and still 
left some income for the mother in 
her declining years. 


* * * 


What is the bank’s position when it 
accepts as a payment on a collection a 
cashier’s check on another bank, and 
that bank closes its doors as the item is 
in process of collection? The check is 
never returned and the Federal Re- 
serve Bank charges the amount back to 
the bank that took it in the first place. 
Ordinarily the disclaimer clause on a 
deposit ticket will protect a bank that 
accepts such a check for deposit and 
the amount may be charged back to 
the customer regardless of whether or 
not the original item is recovered. In 
this case the payer had received his 
notice back, stamped “paid.” Is the 
bank protected, and if not, would it not 
be well to imprint on all notices and 
receipts used in the collection depart- 
ment a clause stating that checks and 
drafts are accepted subject only to 
final payment? 


* * * 


One of the readjustments that are 
being made at the present time is a 
wholesale shrinkage in _ installment 
buying. One retailer says that without 
realizing it, many merchants have been 
selling terms and not merchandise. In 
other words, the ultimate appeal that 
clinched a sale was the time allowed to 
pay. Now we see that the billions of 
installment sales were actually a 


mortgaging of future buying power 
and this must be paid off before buy- 
ing power can recover. 


* * * 


Philip Withermore, vice-president of 
the Futurity National, says it ought to 
be spelled “‘Skindicate.” 


* * * 


True words from the North Pacific 
Banker: ““Now the Spender Theory, 
like Caesar’s body, lies there, and only 
a few half-baked doctrinaires remain 
to do it reverence.” 


* * * 


Some banks that use the _ long- 
distance telephone, keep on the officers’ 
desks an “hour-glass” that takes ex- 
actly three minutes to run. As he be- 
gins his conversation, the officer turns 
the glass over and then is expected to 
adjust his conversation to the three- 
minute period. 


* * * 


“In every institution there are men 
who say ‘yes’ in a manner equivalent 
to ‘no.’ Other men say ‘no’ and still 
preserve friendship for their institu- 
tions.”” This from the Citizens Chron- 
icle, the house organ of the Citizens 
National Trust and Savings Bank of 
Los Angeles. 


* * * 


In vain we look for safe deposit ad- 
vertising in these days. Time was 
when we used the slogan ‘Peace ol 
Mind for a Penny a Day.” Peace ol 
mind for customers by the safety de- 
posit box route is not always peace ol 
mind for the banker watching his 
shrinking deposits. When the history 
of this crisis comes to be written, it will 
be seen that a contributing factor was 
the provision of safe deposit facilities 
in town, city and village throughout 
the nation at nominal cost. 


* * * 


Once again legislation before the 
country brings up the question of re- 
stricting branch banking within certain 
territorial limits. As we have before 
pointed out in this column, the safety 
of English and Canadian banks 1s 
founded on exactly the opposite. Risks 
are so diversified among different sec- 
tions of the country that losses can be 
absorbed. If we must restrict branch 
banks, then let us limit the number ol 
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pranch offices, but make it obligatory 
for them to be widely scattered. A 
bank with all its branches in the wheat 
belt, or in the lumber country, or in a 
coal region, would be vulnerable to con- 
ditions affecting these industries. A 
bank with one or more branches in 
each economic area throughout the 
country, if properly managed, would 
be shock-proof. The fact that Cali- 
fornia happens to contain such an 
amazingly wide diversity of conditions 
has done much to further the safety of 
branch banks here. 


* * * 


Our friend the credit man says that 
in every loan over a certain amount 
(depending on the size and location of 
the bank) there should be a certificate 
of a Certified Public Accountant, and 
that unsecured credits should be re- 
lated to the net worth or capital shown 
by the C. P. A. In most cases the bank 
loan should not exceed 10 per cent of 
the true net worth of the borrower. 


* a * 


What has happened during the past 
year may be likened to what occurs 
when an accident victim contracts 
pneumonia. The accident is the world 
depression, the banking crisis the 
pneumonia. Now the latter crisis is 
past, and we can look for a recovery 
from the original injury. 


* * * 


One banker has a secretary who has 
been long enough on the job to be his 
real guardian angel. He is given to 
writing furious letters when disturbed 
and she obediently types them out, 
gets them signed, and then destroys 
them. Of course no answers ever come 
and the banker feels that he has 
triumphed. 


A large city bank sustained a loss of 
some $9,000 when a messenger was 
robbed of this amount in mutilated 
currency. Afterwards it came out that 
years before, when the bank was a very 
small affair, it had been customary 
to send mutilated currency once a 
week to another bank in town where 
an account was carried. Without any 
one noticing it, the practice went on 
through the years. Every Monday 
morning the chief teller would charge 
out his collection of mutilated currency 
and send the envelope to the transit 
department, where it was sent down 
the street to the other bank. Then 
came the robbery and an inquiry as to 
why such sums were not properly safe- 
guarded. The cashier afterwards said 
that it was astonishing how things 
could go on for years and years without 
‘anyone noticing them in particular. 
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(Yanadian Notes and Comment 


ERVICE in the savings depart- 
~ ment has developed from the 

mere taking in of deposits over the 
counter to free checking privileges, 
elaborate pass books, budget books, 
etc., all of which may be necessary in 
these days of keen competition to 
build up and retain deposit business. 
There is a possibility, however, that in 
concentrating on these artificial aids, 
some fundamental part of the service 
to the customer has been obscured. 
“IT am going to transfer my account 
from the X branch to one of the down- 
town banks and let my wife do the 
depositing,” said an industrial em- 
ployee recently. “I have only the 
noon hour for depositing and they are 
always short-handed at the X branch 
then. I can’t afford to wait around and 
be late at the plant these days.” The 
employee’s remarks were interesting 
because the X branch had been estab- 
lished on an expensive site to cater to 
the business originating in the plant. 
They were equipped with the most 
modern machinery for quick service. 
The noon hour which should have been 
their busiest period, had been made 
dull from within, all through a minor 
routine arrangement of the staff lunch 
hours. 


* * * 


Strange as it may seem, the Prov- 
ince of Manitoba Savings office at 
Winnipeg had a customer who did not 
believe in interest and had the courage 
of his convictions, refusing to take 
any interest on his account. Ledger 
clerks, who have been _perspiring 
recently on half-yearly interest cal- 
culations, will no doubt feel that there 
there should be a special niche in the 
hall of fame for a man of his caliber. 
This reminds us that “The man who 
checks his interest’? ought to be arriv- 
ing soon now. You can tell him by the 
trail of wasted stationery which he 
leaves behind at the customers’ desk. 
He usually takes thirty-six check 
forms, eighteen deposit slips, a dozen 
or so draft requisition blanks and a 
desk blotter for him to discover that 
his interest has been calculated cor- 
rectly. 


* * * 


The many banking problems which 
are solved daily by doctors, ministers, 
plumbers and street car conductors in 
the letters-to-the-editor column of the 
daily newspapers, could be varied if 
bankers, too, took their pen in hand 
and went in for constructive criticism. 
A helpful letter such as the following 


By G. A. G. 


would no doubt be received with 
enthusiasm by the plumbers’ union. 
It would also be in line with the high 
standard of technical criticism attained 
by some of the letter writers on 
banking topics whose efforts are some- 
times given prominence in the daily 
press. 


To the Editor, Daily Bugle: 

Dear Sir: I think the federal govern- 
ment should do something about the 
wrenches and washers the plumbers are 
using. Their business should be regulated 
by act of parliament. In fact, a couple of 
orders-in-council wouldn’t do any harm. 
The plumbers should also contribute more 
taxes and lengthen their working hours. 
Their scale of fees should be reduced and 
this gigantic monopoly should be crushed. 
You will see by the foregoing that I have 
proved conclusively that the plumbers are 
responsible for the economic crisis and 
therefore the government should go into 
the plumbing business. 

Yours truly 
Vox Populi 


P. S.—For the editor: I am sure you will 
print this letter, particularly when I assure 
you that I have no knowledge of the plumb- 
ing business. 


* * *x 


It was noon hour at the country 
branch and the only customer in the 
office was the traveling collector for a 
machinery firm who was busily en- 
gaged at the customers’ desk filling out 
his collection forms. Suddenly he 
stopped and, flourishing a check, he 
started slowly over towards the ledger- 
wicket calling out in stentorian tones 
“Is John Farmer’s check for $200 
good?” As the story-book would say, 
it was a crucial moment and the col- 
lector watched for the reaction. The 
ledger-keeper, however, did not react 
as expected. “Present the check,” he 
said shortly as the collector waved the 
wisp of paper about. The hard-boiled 
agent smiled. “All right, you win,” 
he drawled and, replacing the form 
in his portfolio, he said confidentially: 
“IT haven’t got his check. I just 
wanted to find out if he had an account 
with you people and if he had that 
much in his account. It’s just about 
our claim.” 


* * * 


The new check taxes recently an- 
nounced by the Canadian Govern- 
ment will leave a nasty taste in the 
mouth of many a Canadian bank teller. 
Several extra licks will now be neces- 
sary to comply with the new federal 
regulations. On checks, money orders 
over $5, on promissory notes and bills 
of exchange, the rate is increased from 
two cents to three cents on amounts 
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up to $100. Over $100 the stamp tax 
has been increased to six cents, 
Several managers have expressed the 
opinion that nuisance checks below 
$5.00 should not have been excluded 
from the tax. The situation, however, 
is difficult to deal with as all are agreed 
that cream and produce tickets should 
be exempt. This class of remittance 
is usually below the $5.00 mark and 
the exemption is a measure of assist- 
ance to dairy farmers who are strug- 
gling under adverse commodity prices. 
Many officers have come to the con- 
clusion that it will take more than a 
two cent stamp tax to discourage the 
prolific writer of small checks and that 
the remedy lies with the individual 
branch —via a service charge. 






















* * * 





A collection officer of wide experience 
offers the following suggestion. Why 
not standardize the collection service 
in three divisions —(a) usual presenta- 
tion or notification with, power of 
attorney, (b) special service with 
follow-up letters or telephonic inter- 
view and (c) a super-service involving 
a personal interview where possible 
of drawee or debtor by senior officer, 
this officer to file a report to the drawer 
orendorser? The collection officer who 
makes the suggestion would grade up 
the charges, making a good stiff fee 
for B and C services. He believes that 
this system would call the bluff of a 
good many houses who are trying to 
pass their collection problems onto the 
banks at little expense. 


























* * * 





Nearly every banker has met an 
old timer who will assure him that 
things were not like this in the old 
days, that our economic system has 
become too complicated, that we have 
too many laws on the statute books 
and if we hadn’t tinkered with the 
laws we did have, all would be well. 
Here is an old Nova Scotia statute 
dating back to 1758, unearthed at 
Halifax, which would indicate that 
they also had their collection problems 
in the good old days. This statute can- 
not at least be blamed on the banks 
as there were none in Canada at that 
early date. After reciting “‘the pos- 
sibility that injustice may be done to 
creditors by persons in their debt 
privately leaving the province, and 
great inconveniences have likewise 
arisen from seamen of the Royal Navy 
and soldiers being secretly conveyed 
away,” the statute proceeds to enact 
that all and every person or persons 
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CLEARING HOUSE 


intending to leave the province, shall 
post their names publicly at the secre- 
tary’s office for the space of seven days. 
If during the interval nobody objects 
to their going away, they can on pay- 
ment of a shilling receive a pass. In 
case any person should see fit to under- 
write the intending traveler, he must 
produce an affidavit at the secretary’s 
office setting forth the cause in writing 
and in each case the persons proposing 
to leave the province must put up a 
bond with sureties in the form pro- 
vided by the statute. 


* * * 


The story of the lost satchel of checks 
as related by Hy. W. Sanders in The 
Burroughs Clearing House for April, 
has reminded a Canadian manager of 
a hectic but similar experience which 
he had many years ago while operating 
a sub-agency at an isolated western 
point. The manager tells that he and 
the junior had closed the sub-agency 
for the day and thrown the books and 
cash into the suit case which they 
carried for that purpose and were 
waiting at the station for the one train 
a day to take them back to the parent 
branch. A blizzard was raging at the 
time and they discovered to their 
discomfiture that the ‘regular’ was 
eight hours late. The village did not 
even boast of a hotel so the two bank 
men prepared for a long weary wait at 
the station. Their vigil was only 
disturbed by a freight which puffed 
into the siding and halted temporarily 
for orders. 
promised by the arrival of the freight, 
for the station agent, who was aware 
of their predicament, suddenly stuck 
his head in the door and said that they 
could get a lift but that they would 
have to act quickly as the freight was 
just about to pull out. Both bank 
officers ran out, the junior carrying the 
suit case. The manager, noticing that 
the junior would be handicapped in 
making the train, shouted to him to 
take the satchel and climb on the 
locomotive, which was nearest to him. 
In the darkness and roar of theblizzard 
the two separated, the junior clamber- 
ing on the locomotive and the manager 
making a successful leap for the moving 
caboose, and in a few hours both 
arrived safely at their destination. 
Then it was discovered that some real 
trouble had developed. Each had 
thought the other had the precious 
satchel and, instead, the valise with 
some $15,000 in currency was reposing 
on a little wayside platform some forty 
miles away. For several hours two 
very worried bank men hung over a 
telegraph instrument while an operator 
tried to ‘raise’? the friendly agent. 
The incident was closed happily when 
just at daybreak a sleepy-eyed station 
master, in response to an _ urgent 
request, went out and removed from 


Some relief, however, was | 


Vf, on Steel...... are 5000 
shares at !/,...... 1000 more at 
_ RE ee 3000 shares at 


There goes Telephone off an- 
other couple of points; Motors 
is speeding downward; there's a 
famine of buyers among the 
Foods; there are plenty of sellers 


of the Oils. 


The relentless ticker taps out its 
staccato story of dwindling 
profits and mounting losses. The 
market is down. . 
down. 


_down... 


When the ticker tape is active 
on the downside, it brings forth 
increased activity in the banks. 
Collateral records must be gone 
over quickly to ascertain whether 
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Mo Bee Method of the Month—JUAL 





the borrowers’ collateral is suf- 
ficient to withstand the latest 
market drop. 


McBee has developed a new, ef- 
ficient Collateral Record which 
enables the bank to determine 
swiftly and accurately whether 
or not it is necessary to call for 
additional security on any of its 
loans. 


Every bank not only needs such 
a record, but in many places the 
bank examiners are insisting on 
it. 


Have the McBee man in your 
city show you the folder describ- 
ing this method of checking col- 
lateral. You'll like its speed and 


simplicity. 
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the platform a battered and ice-coated 
suitcase, the contents of which were 
as safe as if they had been deposited 
under a time-lock. 


* * * 


The wheels of commerce are turning 
over fast out in Kelowna, B. C. Just 
to prove it the Vernon News relates a 
story which would indicate that busi- 
ness is moving so swiftly in this British 
Columbia city that even “‘N. S. F.” 
checks do not stay long enough in one 
place to gather a_ service charge. 
According to the News, a dashing youth 


purchased a tie at a men’s Turnishing 
establishment and tendered a check for 
a dollar. Apparently the civic motto 
at Kelowna is “Circulate or Stagnate”’ 
for the proprietor immediately traded 
the check for a hearty dinner at a 
lunch counter and from thence the 
order to pay made a tour of the busi- 
ness section collecting some nineteen 
endorsements. The twentieth mer- 
chant however broke the spell and 
presented it at the bank where it was 
discovered that the check was just 
another “dud.” The disappointed 


merchant evidently had a Chamber of 
Commerce meeting called immediately 





Two Years’ Progress, the “B. I. S.” 


(Continued from page 14) 








some extent, attributable to the 
breathing space afforded Europe by 
the Hoover moratorium. 

Perhaps the only item not self- 
explanatory on the chart is that of the 
‘*fixed’”’ or “‘long-term’”’ deposits. These 
are made up of the three non-interest- 
bearing deposits or funds left at Basle 
by the arrangements regarding repara- 
tions evolved in the ““Young Plan.” 
These three funds, though they draw 
no interest, will share in the Bank’s 
profits, after dividends and reserves. 
They will last as long as the “Young 
Plan’”’ governs the payment of repara- 
tions and in any event they could not 
be withdrawn without notice of at 
least one year. 

The first and largest of the three 
funds, amounting to around $30,000,- 
000, is the “‘annuities fund” left at 
Basle by the various beneficiaries of 
German reparation payments (exclud- 
ing the United States). The next fund 
is always exactly one-half of that; it is 
left by the German Government. In 
return for this, Germany in its last 
twenty-two payments of reparations, 
covering the years 1966 to 1988, can 
draw from a certain special reserve 
fund set up, out of profits, by the 
Bank for International Settlements. 
The authors of the “Young Plan” 
believe that those last twenty-two 
payments would be vastly reduced, 
and possibly extinguished, by that 
method. The third fund, amounting 
to around $13,000,000, is left by the 
French Government under a complex 
arrangement with the bank in which 
the French Government is credited 
with the proceeds of the bank’s 
investment of German reichsmarks; if 
France leaves this fund intact for five 
years, it also draws a share of the 
bank’s profits after dividends and 
reserves. Thus far the three combined 


funds have been extremely useful to 
the bank. 
But if we leave the difficult field of 





the bank’s function as trustee and 
agent for reparation deliveries and 
turn to its functions as the “central 
bank for central banks,” the picture 
becomes clearer. Putting it briefly, 
its main function here is that of a 
clearing house for the foreign exchange 
reserves of the various member banks. 
To some extent it also acts as a clearing 
house for gold; on instruction it credits 
to Bank A the gold belonging to Bank 
B and held in New York or London or 
Paris. The actual gold remains where 
it is and the only change is a book 
entry. This saves expense though it 
does not, of course, prevent the ship- 
ment of gold by private parties when 
a currency reaches the gold export point. 


HE bank’s charter from Switzerland 

and its own statutes are fairly 
liberal, but there are six things which 
the bank may not do, and these are 
specifically listed: 

“The bank may not: 

‘“‘(a) Issue notes payable at sight to 
bearer; 

‘““(b) ‘Accept’ bills of exchange; 

““(c) Make advances to Govern- 
ments; 

‘““(d) Open current accounts in the 
names of Governments; 

‘“*(e) Acquire a predominant interest 
in any business concern; 

‘““(f) Except so far as is necessary for 
the conduct of its own business, re- 
main the owner of real property for 
any longer period than is required to 
realize to proper advantage such real 
property as may come into the posses- 
sion of the bank in satisfaction of 
claims due it.” 

Another article, permissive in tone, 
contains a still further reservation; the 
bank ‘“‘may buy and sell negotiable 
securities other than shares for its own 
account or for account of others.” 

The bank’s customers are the central 
banks; through them it receives its two 
largest and most important deposits, 
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for the twenty business men went into 
conference with the check. The result 
of the conference is explained as fol- 
lows: 

“Each merchant figured out the 
profit they had made on their dollar 
transaction and found it to average 
25 per cent, so each decided to contrib- 
ute five cents of their twenty-five- 
cent profit and tear up the check. 
The final result was that twenty mer- 
chants had done twenty dollars’ worth 
of business on a dud check and all of 
them had made a fair profit. Now 
they are wondering who was the loser in 
the deal and all are quite satisfied.” 


those of the central banks “for own 
account” and those of the central 
banks ‘for account of others,” i. e., 
government treasuries. One depart- 
ment is devoted not only to the actual 
handling of these two accounts, but to 
keeping in the closest possible contact 
with the various member banks. All 
investments in a given market are 
made with the express approval of the 
central bank in that market. And it 
works the other way as well. A central 
bank may propose an investment or 
suggest that the B.I.S. discount cer- 
tain paper, but if the transaction 
involves special circumstances, the 
directors must pass upon it. The 
directors have moved with extreme 
caution; some differences of opinion 
have arisen, as was inevitable, but it is 
difficult to see where any precedent 
has been established likely to prove of 
the slightest embarrassment to the 
bank in the future. 

When on May 30 the bank closes 
its second fiscal year, it can reasonably 
claim that it has made a definite place 
for itself in world economy. It is here 
to stay, whatever solution of the 
reparations question may be found. 
Although constructed with pro bono 
publico aims, it has made money from 
the outset and will do so this year, 
despite the contraction in govern- 
mental and central bank deposits. 
Last year in the 104% months of its 
existence, it made net profits of 
11,186,522 Swiss frances ($2,158,999) 
and this year it will make close to 
$2,500,000. This will cover with 
ease its 6 per cent cumulative dividend. 


Hard-Hearted 


A banking correspondent recently 
returned to one of our branches a draft 
unaccepted for the following reason: 

‘“‘Drawee ill. Can’t recover.” — The 
Caduceus, Canadian Bank of 
merce. 


Com- 
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CLEARING HOUSE 


Where Women’s Busi- 
ness Pays 


(Continued from page 19) 


information concerning investments 
and often a contact is established 
immediately with a representative of 
the bank’s affiliated investment com- 
pany. (No investments are sold in 
the department.) Many good cus- 
tomers have come to both the trust 
and investment companies (sometimes 
months afterwards) as a result of the 
series of educational talks which are 
sponsored once or twice a year by the 
department. 

With almost embarrassing frequency 
requests come from women’s clubs, 
church groups, schools and elsewhere 
for talks on banking and budgeting. 
Although this constant speech-making 
seems almost too much at times for 
one lone manager to bear, so far it has 
been considered worth while even 
when the group seems one from which 
it is doubtful if any important business 
can develop. We have long since 
discovered that you cannot tell from 
the tilt of a woman’s hat or from the 
neighborhood in which she lives, how 
good a bank customer she will make. 
Some of our most unprepossessing 
patrons could teach the Four Hundred 
some very helpful things about manag- 
ing their incomes. 





Education Basis of Promotional 
Work 


The problem of promoting the 
women’s department is a compara- 
tively simple one, since it offers a very 
defintte and interesting service. In 
the early days of the department, part 
of the general advertising schedule of 
the bank was devoted to presenting 
the advantages of the ““women’s service 
department”? and inviting women to 
make use of it. Of late, however, most 
of the direct advertising that has been 
done for the department has been to 
announce its Series of talks and | 
the budget books and __ personal | 
finance plans which may be obtained | 
there. | 

The one most constructive effort of | 
the department has been the series of | 
educational talks on various phases of | 
banking and business which have been | 
arranged each year for the women of the 
community. Miss Kenny pioneered 
in this field. The first important public | 
move she made when she started the 
department was to plan a series of 
meetings for the teachers who wanted | 
a practical background for their class | 
work in elementary banking. These | 
met with an enthusiastic response and | 
the talks have been repeated year after | 
year, sometimes in the morning and | 
sometimes in the evening, with outside | 

| 
| 

















speakers and with bank officers, with 
the subjects selected to suit the groups | 


Twenty-five 


SAFETY from Hold-up and 


Mysterious Disappearance 














The New Tellers’ Safety Locker installed in teller’s 
counter. Note deposit compartment 
of money drawer 


The compact unit ready for installation is shown above 


The New DIEBOLD Tellers’ Safety Locker 


HE TELLERS’ SAFETY LOCKER makes possible a 

method of handling money that provides positive pro- 
tection from loss through hold-up and mysterious disap- 
pearance. « «+ It provides tellers with proper physical 
protection for their money during the day. Because the 
teller alone controls the locks of both money drawer and 
locker,it establishes undivided responsibility for the money 
in his care. « « The Diebold Tellers’ Safety Locker, 
equipped with either electric supervision, or delayed con- 
trol time-combination-lock supervision, provides hold-up 
protection. It tends to prevent hold-up attack as well as 
protect surplus funds from the bandits. « +« The money 


drawer has a special compartment from which excess 


money is automatically and secretly deposited in the safety 
locker whenever the drawer is closed. + «+ Delayed 
control over the locking mechanism of both money drawer 
and locker or locker alone places surplus sums, in excess 
of ordinary requirements, beyond the reach of hold-up 
bandits. « + Ask for descriptive literature. 
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THE FIRST 
NATIONAL BANK 
OF 

NEW YORK 


Sd 


The great streams of money that constantly 








flow through the gigantic financial institu- 
tions of New York demand the utmost in 
protection. To the imposing list of New York 
banks that enjoy the security of York Vaults 
another important name is now added ¢ + 

The First National Bank of New York. 


» 


Regardless of its size, your bank, 
too, can. enjoy the same skill and 
experience in vault construction 


that have made the name of York 





preeminent throughout the 
world. We will gladly confer 
with you regarding the type and 


size of vault your bank requires. 


Sd 


YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA e 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 
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Patience Till the Tide Turns— 


By Rome C. STEPHENSON 
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How to Spend the Salary Cut— 
By Frep CopELAND 
New Approach to Cost of 


Accounts— 
By Witsur F 
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S SOUTH I8TH. STREET 
I a OD PHILADELPHIA, PA. oe" 


BCH-6-32 


Lawson, Comp- 


Boston 





Legal Aspects of Life Insurance 


Policies as Collateral— 
By Otiver J. Neipet, Commerce 
Trust Company, Kansas City 
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invited and keyed to current conditions, 
The average attendance has varied 
from 50 to 300. 

In addition to giving a constructive 
and educational flavor to the paid 
newspaper and direct mail advertising 
devoted to them, these talks always 
rate a goodly amount of editorial 
space; first, for a reading notice of 
when and where they will be held, and 
second, for a longer account of the 
speakers’ remarks. 

Letters have been one of the most 
consistent and effective cogs in the 
machinery of promotion. Welcome 
letters are sent to all new checking 
accounts and to new savings accounts 
opened with more than $100. Letters 
are sent to teachers and other new- 
comers to the city, inviting them to 
make use of the department. Letters 
of condolence are sent, when appro- 
priate, to customers who have suffered 
bereavement. A letter was sent to the 
lawyers one year, calling their atten- 
tion to the service of the department 
and suggesting its advantages for their 
women clients. Letters of introduc- 
tion are written to friends or banks in 
other cities, for customers who are 
leaving town permanently or tem- 
porarily. Just recently, 107 new 
accounts were opened as a result of a 
letter sent to women who had safe 
deposit boxes at the bank but did not 
carry their checking accounts there. 

The women’s department of the 
First Wisconsin is no longer a service 
frill. It has taken its place as one of 
the loaning divisions of the bank. It 
handles more business than many 
small banks. It is expected to show a 
profit just as the other loaning divi- 
sions do. Its accounts are expected 
to keep up to standard. And they do. 


General or Special ? 


A CUSTOMER deposited money in 
a Georgia bank. 

“This deposit is made for the ex- 
press and special purpose of paying a 
certain debt owing to A, for which I 
have already or will draw checks to 
pay,” the deposit slip specified. 

Then the question arose whether 
this was a general or a special deposit, 
and the Georgia courts (in 51 Ga. 325) 
ruled that the deposit was a special one, 
and remained as the customer’s prop- 
erty until the bank paid or agreed to 
pay the debt to A.—M. L. H. 


Looking Ahead 


ETTER Times, like Help who extri- 

cated Christian from the Slough of 
Despond, will presently turn our Wall, 
Federal, Walnut, Redwood, Peachtree, 
Euclid, LaSalle, Olive, Gravier and 
Montgomery Streets to sunny high- 
ways for eager bond sellers and hale 
customers’ men. —Investment Advertis- 
ing, Edwin Bird Wilson, Inc. 
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CLEARING HOUSE 


For Business Insurance 
Trust 


(Continued from page 17) 


working out these problems and for 
expending the time and effort necessary 
in doing so, was no larger than it 
would have been had the estate not 
owned the business interest but instead 
had owned the cash realized from the 
sale of that interest und:r the provi- 
sions of a business trust. However, 
the outlays, which the trustee had to 
make on account of all the additional 
work involved in handling the testa- 
tor’s business interest through his 
estate, were considerably greater and 
consequently its profits were materially 
reduced. The trustee was in the same 
position in this regard as the darky 
was in when he called at the bank to 
withdraw his three dollars savings, 
and was advised by the colored cashier 
that none of it was left, because 
they’d had to handle it so long “‘dat de 
inters done et up all de principal.” 
As a matter of fact, if a business in- 
surance trust had been used in this 
case, the trustee’s outlays would not 
only have been reduced but his income 
would actually have been increased 
and, therefore, the undertaking would 
have been more profitable. And this 
case, I reiterate, is simply a rep- 
resentative example of the average. 
Thus, if there is any credence to be 
given to the geometric theorem that 
“things equal to the same things are 
equal to each other,” it can be defi- 
nitely and positively concluded that the 
business insurance trust is profitable. 

In conclusion, I would like to touch 
upon a few of the collateral objections 
that are frequently interposed against 
this form of trust. I refer particularly 
to such objections as: 

1—The trustee practically renders a 
custodianship service prior to the time 
when the trust becomes active which its 
ultimate fees do not warrant. 

2—The parties would be better off to 
carry their own life insurance and also re- 
tain their stock because, in effect, under a 
business trust they create a fund out of 
their own pockets with which to buy them- 
selves out. 

3—A business trust is all right where all 
of the parties are insurable but it won’t 
work if one or more of them are uninsurable. 

It would seem that these objections 
are more the result of a lack of under- 
standing of the business trust than 
they are of an inherent weakness of 
the trust itself. I have no doubt that 
they would be well founded if an 
attempt were made to apply a stere- 
otype form of trust to all circumstances, 
but certainly that practice is no more 
feasible in a business trust than it is in 
a living trust, or a will, or in any other 
fiduciary service a trust company 
undertakes. Each trust must be 
framed in the light of surrounding 
conditions. 


1—While it is true that a trustee actually 
renders a custodianship service prior to the 
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American . 


.. 1n name 


and ownership 


EVERY state in the Union is 
well represented among the stock- 
holders of the American Tele- 
phone and Telegraph Company. 
They include men and women 
in all walks of life — executives, 
laborers, clerks—a vast invest- 
ment democracy. 

No one person owns as much 
as one per cent of the outstand- 
ing shares, the average number of 
shares held being less than thirty. 
Such widespread and diffused 
ownership imposes an unusual 


obligation on the management to 
see to it that the savings of these 
more than 650,000 people are 
secure and remain so. 

An indication of how faithfully 
this public trust has been carried 
out is the fact that dividend pay- 
ments by the American Tele- 
phone and Telegraph Company 
and its predecessor have been 
uninterrupted over a period of 
more than fifty years. 

May we send you a copy of our 
booklet, ‘“Some Financial Facts’? 2 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 





























Patented 


NO PASTING vo bo on 
THE ‘““ALL AUTOMATIC”’ 


EASY SNAP 


@ COLLAPSIBLE @ 
STORAGE FILE BOXES 





52 SIZES — LOWEST PRICES 





STRAYER COIN BAG Co. 


MANUFACTURERS OF 


BANK SUPPLIES 
NEW BRIGHTON, - - PA. 


““Now 19 YEARS SERVING THE BANKER’’ 











In writing to advertisers please mention The Burroughs Clearing House 








Twenty-eight 


time the trust becomes operative, and that 
its ultimate fee does not compensate for 
such service, nevertheless there is nothing 
in the cards which prohibits it from making 
a custodianship charge during that period 
of time. In fact, that is quite the common 
practice among a number, if not all, of the 
trust companies in our city. The char e is 
usually fifty cents per one thousand dollars 
face value of stock, or five cents per share 
on no par stocks. In some instances, a flat 
acceptance charge is made rather than an 
annual charge. In all cases some basis of 
charge should be established. Then the 
trustee will be compensated in all events. 

-~That the parties to a business insur- 
ance trust are better off to purchase their 
own life insurance and retain their stock as 
well is also true, if the trust agreement con- 
tains no provision for reimbursing them for 
their just portion of the expense of the 
plan. This provision should, of course, be 
made. The method most commonly used 
is to provide that each party shall be reim- 
bursed in an amount equal to the propor- 


tion that the premiums paid on his life 
insurance bears to the total premiums paid 
on the insurance on the lives of all of the 
parties to the trust agreement. With such 
a provision, the plan will be infinitely bet- 
ter than it would be where the individuals 
carry their own life insurance and retain 
their business interests as well. 

3—So far as the uninsurability of one or 
more of the parties is concerned, a business 
trust, in the State of Illinois at least, will 
operate almost as effectively under such 
circumstances as it will where all of the 
parties are insurable. The most effective 
way that I know of to meet this condition 
is for the parties to agree that upon the 
death of the uninsured stockholder, the 
company will change its capital structure 
to include a participating accumulative 
preferred stock of a definite vield, callable 
at par, which will be issued to the estate of 
the uninsured in an amount equal to the 
value of his stock at death. Under this 
plan, the estate will be assured of a definite 
income; it will be assured of a position in 
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the corporation so long as it owns the stock, 
i. e., it cannot be frozen out and, lastly, the 
corporation will be assured of the ow ner- 
ship of all of the common stock and, at the 
same time, it can retire the preferred stock 
by purchasing it at any time it desires, or 
has the financial ability to do so. 

If the corporation is not a party to the 
agreement, the same plan is workable by 
issuing a block of preferred stock to the 
individual stockholders and having them 
in turn use their portions to purchase corre- 
sponding portions of the common stock 
from the estate of the uninsured stock- 
holder. 


Because our experience has so thor- 
oughly indicated the value of the 
business insurance trust, one of our 
chief concerns, when assisting a client 
in formulating a complete estate plan, 
is his business interest in close corpora- 
tions or partnerships. 


© The Public and Its Travel Money 


IKE most travelers, I never take 

a trip without spending more than 

I thought I would. Maybe it’s an 

antique chair we buy and have shipped 

home. Maybe it’s a set of after-dinner 

coffee-cups we bring home from Can- 

ada. Ora side trip into the mountains 

that uses up our last $20 bill —and then 
some. 

Sometimes we _ carry _ travelers’ 
checks. Sometimes cash. Sometimes 
we find trustful people who will accept 
our personal checks. If you buy 
things at a shop and are willing to let 
the order stand for a week or ten days 
until the bank has reported that your 
check on the home bank is good, al- 
most anybody will take your personal 
check. 

Getting cash for immediate use, 
however, is not always so easy. More 
than once we have driven the last 350 
miles of the trip all in a day, because 
we didn’t have money for another hotel 
bill. Two or three times we have 
stopped at low-priced hotels where I, 
suspicious-like, took a flashlight and 
inspected the room and the bed before 
we signed the register and decided to 
slay. 

It seemed easier to bump along on 
what we had left than to try to scrape 
up more. 

Not that I blame innkeepers and 
storekeepers for being cautious. I 
wouldn’t trust the general public my- 
self. I once got stung on a $50 check 
I cashed for a man when I was running 
a chain grocery store, and the memory 
lingers. Realizing how I got fooled on 
an honest face, I never ask unreason- 
able favors of other people. Why 
should any stranger pay out money on 
no other guarantee than my paper? 


cBy Fred B. Barton 


But not all people, it seems, are so 
open-minded. 

The big chap at a mountain hotel was 
telling about a trip he and his family 
had taken down into Texas. 

“‘We were driving like mad across 
the hot western roads, when I began to 
realize that our tires weren’t going to 
do,” he said. ‘“‘So I went to a dealer in 
San Antonio and told him to measure 
me up for a set of super-super-super- 
tires, with plenty of toughness and 
wear built into them. 

‘If the tires now on the car are 
worth anything on a trade-in, give me 
credit for them,’ I told the dealer. He 
said he would. 

‘So he started to figure a price and 
found a set of four new ones would be 
worth about $89, with a spare and my 
old tires in exchange. That sounded 
all right, and he was all set to put them 
on the rims. 

‘***Wait a minute! I cautioned him. 
‘Before you make this sale, let me tell 
you I’ll have to pay you with a $100 
draft.’ 

**What’s that?’ he asked. 
“Take me to your banker and I'll 
explain to you.’ 

“So we went to the banker and he 
said yes, the draft was good, but the 
tire dealer would have to endorse it. 
This the tire man refused to do. I 
argued with them for an hour, trying 
to convince them they ought to give 
me $100 cash for my draft, but they 
wouldn’t. 

“So finally I pumped the tires up a 


little harder and drove on to the end of 
my trip, without having a single bit of 


tire trouble, fortunately enough. 
‘‘But when I wrote home that I had 
had trouble getting a draft cashed, my 


friends were worried—thought I had 
run out of money and was in desperate 
circumstances, or something. I sup- 
pose we might have been, at that.” 

There’s one man’s method of carry- 
ing money. 

Why didn’t he telegraph home to his 
own bank and have the cashier certify 
his check by wire? 

Or why didn’t he carry travelers’ 
checks of some kind? 

Or if he felt it wiser to carry drafts 
(for what reason, I do not know) why 
not have them in smaller denomina- 
tions? 

Whatever the circumstances, I cite 
this as one case of a seasoned traveler 
who doesn’t yet conform to the definite 
and generous rules set up by all the 
banking services in the country. He 
has plenty of money: surely the cost 
of buying travelers’ checks would not 
be excessive for him to pay. But he’s 
stubborn —likes to do things his own 
way. 

Probably there are hundreds of 
other motor tourists who prefer to do 
their own banking and money-carry- 
ing, rather than deal with organized 
banking institutions. 

These arent foreign 
they’re home folks. They aren’t the 
occasional rich man here or there; 
they’re everybody you and I know. 

Can’t the banks find a larger field 
for the sale of travelers’ checks than 
they ever have discovered yet? 

Perhaps if hotel clerks and ticket 
agents were enlisted to help sell trav- 
elers’ checks, just as ticket agents 


travelers; 


today sell you insurance to cover your 
trip, the sale might be facilitated and 
increased. 

Why not? 
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CLEARING HOUSE 


Reparations and the War 
Debts 


(Continued from page 15) 


privately contracted abroad by Ger- 
many would be greatly improv ed and 
that the people in the United States, the 
greatest private creditors of Germany, 
would derive the greatest benefit. 
Proceeding from this line of thought, 
the French insist that any reduction 
in reparations must be accompanied by 
a similar reduction in the amounts of 
debts due by France to the United 
States. As is well known, the Congress 
of the United States has definitely 
stated that it is unwilling to cancel the 
war debts or even to prolong the 
moratorium. 

As a result of these conflicting views 
it has been concluded by some ob- 
servers that reparations and war debts 
have again reached an impasse and 
that this problem is likely to continue 
to be a handicap to the recuperation of 
the world from the current economic 
depression. However, careful analysis 
of the situation reveals that the 
impasse is more apparent than real. 
The various recipients of reparations 
and particularly France, are fully 
aware of the fact that the amount 
which Germany can pay is limited. 
It is generally recognized that the 
severe decline in commodity prices, 
coupled with the international finan- 
cial crisis, has greatly weakened Ger- 
many’ capacity to pay and that 
Germany under present conditions and 
at the present price level is unable to 
pay the full amount of the Young 
annuities. As a matter of fact, the state- 
ment has been made that the French 
would be willing to accept a reduction 
of the total Young annuities to the 
amount of the unconditional annuities. 

More recently, proposals have been 
made by the various European coun- 
tries for the payment of their war 
debts to the United States with bonds 
of the German Railway Company. 
Whether this will be acceptable to the 
United States, of course, is doubtful. 
As conditions are at the present time, 
it looks as if the first step must be taken 
by Europe. If an equitable settlement 
of the reparations question is effected, 
it is believed that the United States 
Government, taking into consideration 
the sharp decline in commodity prices, 
would also be willing to make a re- 
adjustment on the war debts. This, of 
course, could not take place until after 
the election in the fall. 

The problem of reparations has 
reached a climax. If the leading 
statesmen in Europe are guided chiefly 
by economic factors and by considera- 
tion of the interest of the world at 
large, a solution of the reparations 
problem may be found which will be 
Within the capacity of Germany to pay. 
This would mean a greatly reduced 
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ringing out the 
protective features of 


Gitsert Sarery Bonn 


The normal appearance of Gilbert Safety Bond---in 
white or its many attractive colors---is no different from 
any other high grade bond paper. Its safety features lie 
secreted within the texture of the paper, making it un- 
usually impregnable to attack by reason of its concealed 
presence. 

% A white spot such as shown below results when the 
delicate surface color of the paper is touched even light- 
ly with an erasure. 

3¢ A dark brown stain is immediately produced upon 
the application of chemicals in a further futile attempt 
at alteration. 

This “double-bar” protection in no way compro- 
mises the utility of the paper during its legitimate use. 
Only through illegitimate alteration are its safety fea- 
tures “brought out” to mar the surface of this beautiful 
plain surfaced safety bond. 

Write for the booklet mentioned below. You will be 
interested in reading this true story. 
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GILBERT PAPER CO., Menasha, Wis. 


Please mail a copy of “A story of a Raised Check” without cost or obligation. 





Person 





City 


State. 
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C )btain neat, accurate ando 
with this Burroughs 








Burroughs Loan and Discount 
Machine posts all loan and 
discount records quickly, 
easily and accurately. 








_ the activity of the loan and discount department of every bank 
is under unusually close scrutiny. Up-to-date records of every 
transaction must be instantly available for officers. Also, the frequent 
renewal of loans at shorter intervals has substantially increased the 
volume of accounting. ..... In the face of these conditions Burroughs 
Loan and Discount Machine offers great assistance. It writes note 
register, note notice, maturity tickler and officer’s memorandum in 
one operation. While posting these records it automatically accu- 
mulates totals of notes, interest and proceeds. It also simplifies proving 
area, Seal Moreover, it posts liability ledger and journal in one operation 
and the daily proved balance of the ledger shows the exact amount of the 
liability of each borrower. ..... The local Burroughs office will gladly 
demonstrate all the advantages of Burroughs Loan and Discount Machine. 
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BURROUGHS 
CHAIR 


POSTURE 





Mas advantages that are appreciated alike by 
employer and employee ... . To the office 
worker it offers correct seating in a healthful, 
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annuity and also a temporary mora- 
torium for several years. Such a 
solution, it is believed, would be fol- 
lowed by the opening of the war debts 
question and a reduction in the amount 
to be received by the United States, 
An equitable solution of the repara- 
tions and war debts problem would not 
only help to restore confidence in the 
continent of Europe but would also 
help to restore more normal business 
conditions throughout the world. 


Those Price Stabilization 
Bills 


(Continued from page 7) 


Instead of reviving confidence, which 
he said was the most important need 
of the present situation, any currency 
inflation would be a severe blow to 
confidence both at home and abroad. 

General Charles G. Dawes, presi- 
dent of the Reconstruction Finance 
Corporation, Secretary of the Treas- 
ury Ogden L. Mills and Governor 
Meyer of the Federal Reserve Board 
have joined in opposing the currency 
inflation schemes offered as a means of 
financing the payment to veterans. 

The proposals for expanding the 
currency with silver as a base have 
been discussed in connection with the 
investigation of the silver situation by 
the House committee on coinage, 
weights and measures and before other 
committees which have bills for the 
purchase of silver and for bimetallism. 

The bill of Senator Key Pittman, 
Democrat, of Nevada, would increase 
the outstanding issue of silver certifi- 
cates and at the same time furnish a 
market for the product of the mines of 
Nevada and other states. It would 
mean issuance of about $750,000 of 
silver certificates monthly if the maxi- 
mum of 5,000,000 ounces of silver is 
purchased. Bimetallism with free 
coinage of gold and silver at a ratio of 
16 to 1 is provided in a bill introduced 
by Senator Burton K. Wheeler, Dem- 
ocrat, of Montana. The Pittman bill 
is getting serious consideration. 

Of miscellaneous currency expansion 
proposals, the Walsh-Keller bill spon- 
sored by former Senator Robert L. 
Owen of Oklahoma would create an 
emergency circulation fund in the 


_ Treasury from which Treasury notes 


would be issued to the amount of 90 
per cent of the face value of govern- 
ment bonds. The Shipstead plan calls 
for payment of government obligations 


| with legal tender non-interest bearing 


Treasury notes. The Kelly bill pro- 
vides for $5,000,000,000 of bonds to be 


| deposited with banks and exchange- 


able for Federal Reserve notes. The 
Campbell bill, embodying the Coxey 
plan, provides for issuance of legal 


| tender Treasury notes to states, munici- 


palities and counties offering their own 
bonds as security. 
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